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21

22 P AETEC Hold ing  Corp . ("P AETEC") a nd  McLe odUS A Incorpora te d  ("McLe odUS A

23 P a re nt" a nd, toge the r with P AETEC, "Applica nts "), by a nd through the ir unde rs igne d couns e l,

24 he re by re s pe ctfully re que s t tha t the  Arizona  Corpora tion Commis s ion ("Commis s ion") gra nt

25 expedited

26 ne ce ssa .ry, a s  we ll a s  a ny othe r a pplica ble  s ta tute s  or rule s , for the  tra ns fe r of indire ct control of

27 McLe odUS A Te le communica tions  S e rvice s , Inc. ("McLe odUS A") (the  "Tra ns fe r of Control")

1 . INTRODUCTION.
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from McLe odUS A P a re nt to  P AETEC, a nd following cons umma tion of s uch tra ns fe r, for

IV[cLe odUS A to pa rticipa te  in P AETEC's  de bt fina ncing a rra nge me nts  ("De bt Fina ncing").

McLe odUS A is  a uthorize d to provide  intra s ta te  te le communica tions  s e rvice s  in the  S ta te  of

Arizona  and is  a  Cla ss  A inves tor-owned public se rvice  corpora tion subject to the  Public Utility

The  Transfe r of Control will re sult from PAETEC's  proposed acquis ition of McLeodUSA

Pa re nt through the  me rge r of McLe odUSA Pa re nt with a  ne wly forme d subs idia ry of PAETEC

("Merger"). Corpora te  organiza tion charts  depicting the  respective  corpora te  s tructure  of PAETEC

and McLeodUSA Parent prior to and following the  acquis ition a re  a ttached he re to as Exhib it A.

Although P AETEC's  a cquis ition of McLe odUS A P a re nt will re s ult in a  cha nge  in the  ultima te
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11 ownership and control of McLeodUSA, no transfer of certifica te , asse ts  or customers  will occur as

or McLe odUS A's  pa rticipa tion in the  De bt Fina ncing.

Immedia te ly following consummation of the  merger and McLeodUSA's  execution of the  re levant

2 14 documents  with respect to the  Debt Financing,

15 Arizona  cus tome rs  pursua nt to its  e xis ting ce rtifica te  with change  in the  ra te s  or te rms  and

16
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O9' conditions  of s e rvice  a s  curre ntly provide d.

17 participa tion in the  Debt Financing will therefore  be  transparent to the  customers  of McLeodUSA.

The  Tra ns fe r of Control a nd McLe odUS A's

1 8 In support of this  Notice  of Intent and Applica tion, Applicants  s ta te  as  follows:

1 9 11. DES CRIP TION OF THE P ARTIES .

20 A. McLeodUSA Telecommunications  Services .. Inc.

21

22

23 Southwest, Northwes t,

24

25

McLe odUS A is  a n  Iowa  corpora tion  with  p rinc ipa l o ffice s  a t One  Ma rtha 's  Wa y,

Hiawatha , Iowa 52233. McLeodUSA provides integra ted communications services , including local

s e rvice s , p rima rily in  2 0  Mid we s t, a nd Rocky Mounta in  s ta te s .

McLe odUS A is  a  wholly owne d s ubs idia ry of McLe odUS A Holdings , Inc. which, in turn, is  a

wholly owned subsidiary of McLeodUSA Parent.

In Arizona , McLe odUS A is  a uthorize d to provide  (1) re s old a nd fa cilitie s -ba s e d loca l

27 exchange and exchange access service pursuant to Decision No. 62627 issued by the Commission

26

2
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in Docke t No. T-03267A-99-0-05 on June 9, 2000 and (2) re s old inte rexchange

te lecommunica tions  se rvices  pursuant to Decis ion No. 61001 issued by the  Commiss ion in Docke t

3 No. T-03267A-96-0515 on July 16, 1998.

a lso4 re s old and/or facilitie s -based

5

6 In  a d d itio n ,

7

McLe odUS A is authorized to provide

te le communica tions  s e rvice s  in  47  o the r s ta te s  a nd  the  Dis tric t o f Co lumbia  pu rs ua n t to

ce rtifica tion , re g is tra tion  o r ta riff re qu ire me nts , o r on  a  de re gu la te d  ba s is .

McLe odUS A is  a uthorize d by the  Fe de ra l Communica tions  Commis s ion ("FCC") to  provide

international and domestic intersta te  te lecommunications services as a  nondominant can*ier.18

9 B. Mc Le o d US A In c o rp o ra te d .

10

1 1

1 2 Southwest,

1 3

McLeodUSA Pa rent is  a  priva te ly he ld company headqua rte red in the  Ceda r Rapids , Iowa

me tropolita n a re a . McLe odUS A P a re nt curre ntly owns  a nd ope ra te s , through its  ope ra ting

s ubs id ia rie s , a n  e xte ns ive  h igh-ca pa city fibe r ne twork tha t s pa ns  20  Midwe s t,

Northwes t, and Rocky Mounta in s ta te s . This  fibe r ne twork conta ins  approxima te ly 13,000 inte rcity

14 route  mile s  a nd a pproxima te ly 4 ,000 me tro route  mile s . Through its  ope ra ting s ubs idia rie s ,
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McLe odUSA Pa re nt provide s  ma na ge d IP -ba se d communica tions  se rvice s  to sma ll a nd me dium-

s ize d e nte rprise s , a nd tra ditiona l circuit-switche d te le phony se rvice s  to comme rcia l cus tome rs  in

17 the s e  s ta te s . McLe odUS A P a re nt de live rs  a  wide  va rie ty of broa dba nd IP -ba s e d voice  a nd da ta

18 s olutions , ta rge ting prima rily s ma ll a nd me dium-s ize d e nte rpris e s  a nd multiloca tion comme rcia l

Furthe r informa tion rega rding McLe odUS A Parent is19 customers. ava ilable at

20  www.McLe odUS A.com.

21 c. P AETEC Ho ld in g  Co rp .

22

23

24

P AETEC is  a  publicly tra de d De la wa re  corpora tion (NAS DAQ GS : P AET) with principa l

office s  loca te d a t One  P AETEC P la za , 600 Willow Brook Office  P a rk, Fa irport, Ne w York 14450.

Through its  ope ra ting s ubs idia rie s , P AETEC provide s  innova tive  communica tions  s olutions  to

25

26

27

1 McLe odUS A is  a ls o a uthorize d to provide  fixe d, broa dba nd point-to-multipoint wire le s s
se rvice  pursuant to loca l multipoint dis tribution se rvice  (LMDS) licenses  granted by the  FCC.

3
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me dium-s ize d a nd la rge  bus ine s s e s  a nd ins titutions  through a  compre he ns ive  line  of

te lecommunications  and Internet s ervices , enterprise  communications  management software ,
. 2 . . .

managed services . P AETEC's  pe rs ona lize d s olutions  include  a

4

s e curity s olutions , a nd

comprehensive suite of Voice over Internet Protocol (VoIP) services  delivered over its  Private-IP

MPLS network.5

6

7

8

PAETEC has  the technical, financial, and managerial qualifications  to acquire  control of

McLeodUSA. Formed in 1998, PAETEC today serves more than 45,000 core business customers

in major metropolitan a reas  in 24 s ta tes . PAETEC's  loca l marke ts  include  Atlanta , Ba ltimore ,
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9 Birmingham, Bos ton, Chattanooga, Charles ton, Charlotte , Chicago, Fort Lauderdale , Hartford,

Los  Ange le s /Ora nge  County, Louis ville , Me mphis , Mia mi, Mobile ,

New Orleans , New York City, Northern Virginia , Orlando, Philade lphia ,

Rochester, San Diego, Syracuse, Tampa, and Washington, D.C.

million access  line equivalents  in service as  of June 30, 2007, and nearly a

14 decade of operations as a competitive communications provider, PAETEC possesses the technical

15 expertise necessary to acquire control of McLeodUSA.

10 J a cks onville , Knoxville ,

11 Na s hville , Ne w J e rs e y,

12 P itts burgh, P rovide nce , Ra le igh,

13 With more  tha n 2.65
4
A
:>
2Ra
Q

8
=
8
M

§

38?

83833
343
§ 16

17

PAETEC is  operated by a highly qualified management team, all of whom have extensive

backgrounds  in telecommunications . A lis t of PAETEC's  officers  and directors  is  attached hereto

18 as Exhibit B. The address  for all of PAETEC's  officers  and directors  is  One PAETEC Plaza, 600

19 Additiona l informa tion re ga rding

20

Wi1lowBrook Office  P a rk, Fa irport, Ne w York 14450.

PAETEC's management team is available at www.paetec.com.

21

22
2

23

24

25

26

27

PAETEC provides  regula ted services  in Arizona pursuant to certifica tion granted to its
operating subsidiaries , PAETEC Communications, Inc. ("PCI") and US LEC Communications Inc.
("US  LEC"). PCI is  authorized to provide resold intras ta te  interexchange services  in Arizona
pursuant to a  Certifica te  of Convenience and Necess ity ("Certifica te") granted in Decis ion No.
62458. US LEC is authorized to provide resold intrastate interexchange services in Arizona pursuant
to a Certificate granted in Decis ion No. 66740. Regarding US LEC's  Certificate, PAETEC intends
to voluntarily surrender that Certifica te  and, to that end, has  filed or will file  shortly a  separa te
application for Commission approval to relinquish US LEC's Certificate.

4
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P AETEC's  fina ncia l qua lifica tions  a re  de mons tra te d by its  Form 10-Q for the  s e cond

qua rte r of 2007, a s  Hle d with the  S e curitie s  a nd Excha nge  Commis s ion ("S EC"), which ca n be

vie we d  a t http://www.sec.gov/Archives/edgar/da ta /1372041/000119312507182815/0001193125-

07-182815-index.htm. Highlights  of s e cond qua rte r 20073 include  re ve nue  of $274.5 million,

which represented an 89% increase  ove r second qua rte r 2006 revenue  of $145.6 million, adjus ted

EBITDA4 of $52.5 million, which repre sented a  109% increase  ove r second qua rte r 2006 adjus ted

EBITDA of $25.1 million, a nd ne t income  of $6.0 million compa re d to a  $5.8 million ne t los s  in
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Michae l W. Pa tten, Esq.
Roshka  DeWu1f & Patten, PLC
One  Arizona  Cente r
400 East Van Buren, Suite  800
P hoe nix, Arizona  85004-3906
Te l: (602) 256-6100
Fa x: (602) 256-6800
Ema il: mpa tte n@rdp-la w.com

and

4

5

6

7

8 second quarter 2006.

9 P AETEC will file  with S EC a  re gis tra tion s ta te me nt on Form S -4, which will conta in a

10 proxy s ta te me nt/prospe ctus  re ga rding the  propose d me rge r tra nsa ction, a s  we ll a s  othe r re le va nt

l l documents  conce rning the  transaction. Additiona l informa tion about PAETEC and the  transaction

12 will be  conta ine d in P AETEC's  Curre nt Re port on Form 8-K, a lso to be  file d with the  S EC.

1 3

14 Que s tions , corre sponde nce , or othe r communica tions  conce rning this  Applica tion should

15 be directed to :

1 6

1 7

1 8

1 9

20

21

22

23

24

25

26

27

The  re sults  of second qua rte r 2007 a re  for PAETEC's  firs t full qua rte r a s  a  publicly traded
company.
4 Adjus te d EBITDA, a s  de fine d by P AETEC, re pre se nts  ne t income  be fore  inte re s t, ta xe s ,
deprecia tion, amortiza tion, and other specified charges.

3

5



For P AETEC

Tony S.~Lee
Grace R. Chiu
Venable LLP
575 7°" Street. N.W
Washington, D.C. 20036
Tel: (202) 344-4000
Fax: (202) 344-8300
Email: TSLee@Venable.co1n

GRChiu@Venable.com

For McLeodUSA

Jean L. Kiddoo
Brett P. Ferenchak
Bingham McCutchen LLP
2020 K Street. N.W
Washington, D.C. 20006
Tel: (202) 373-6000
Fax: (202) 373-6001
Email: jean.kiddoo@bingham.com

brett.ferenchak@bingham.com

and

2

14

6 ;

William A. Haas
Vice President and Deputy General Counsel
McLeodUSA Incorporated
1 Martha's Way
Hiawatha. Iowa 52233
Tel: (319) 790-7295
Fax: (319) 790-7901
Email: WHaas@McLeodUSA.com

19

2 0

111. DESCRIPTION OF PROPOSED TRANSACTIONS

The Transfer of Control

Proposed Merger

PAETEC and McLeodUSA Parent recently entered into an Agreement and Plan of Merger

23 ("Agreement") dated as of September 17, 2007, whereby a newly created subsidiary of PAETEC

24 will merge with McLeodUSA Parent,  with McLeodUSA surviving. As a result of the merger

25 M cLeodUS A P a r ent  wi l l  b ecome a whol ly owned subs idia r y of  P AET EC ,  a nd

26 McLeodUSA will  become an indirect ,  wholly owned subs idia ry of  PAETEC. Corporate

27 organization charts depicting the respective corporate structures of the parties pr ior  to and

direct,
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immedia te ly following the  merge r a re  a ttached he re to a s Exh ib it A. A copy of the  Agre e me nt is

a ttached here to as Exhibit C

Unde r the  te rms  of the  Agre e me nt, which wa s  una nimous ly a pprove d by the  boa rds  of

4 dire ctors  of both compa nie s , PAETEC will a cquire  McLe odUSA Pa re nt in a n a ll-s tock me rge r for

5 a pproxima te ly $557 million. The  me rge r p rice  cons is ts  o f a pproxima te ly $492  million  in

6 P AETEC common s tock a nd  a pproxima te ly $65  million  in  ne t de b t a s s umption . Current

7 McLe odUS A P a re nt sha re holde rs  will re ce ive  1.30 sha re s  of P AETEC common s tock for e ve ry

8 s ha re  of McLe odUS A P a re nt common s tock the y own." Upon cons umma tion of the  me rge r

9 ta ldng into a ccount outs ta nding rights  to a cquire  sha re s  in PAETEC in the  future , a pproxima te ly

10 75% of P AETEC will be  owne d by P AETEC s ha re holde rs  a nd a pproxima te ly 25% of P AETEC

11 will be  owned by McLeodUSA Parent shareholders

12 The  a ll-s tock s tructure  of the  tra ns a ction is  e xpe cte d to e nha nce  P AETEC's  fina ncia l

13 pos ition by re ducing P AETEC's  ra tio of de bt to a djus te d EBITDA" from the  curre nt le ve l of 3.9x

14 to  a n  e s tima te d  ra tio  o f 2 .9x upon  the  c los ing  o f the  tra ns a c tion McLe odUS A P a re nt's

15 outs tanding $104 million senior secured notes  will be  repa id a t clos ing

16 Afte r the  clos ing, Aruna s  A. Che sonis  will re ma in Cha irma n a nd Chie f Exe cutive  Office r

17 of P AETEC. Ke ith  Wils on . Chie f Fina ncia l Office r o f P AETEC. a nd  EJ  Butle r. J r..  Chie f

18 Ope ra ting Office r of PAETEC, will a lso re ma in in the ir re spe ctive  role s . PAETEC will continue  to

19 be  he a dqua rte re d in Fa irport, Ne w York, a nd will ma inta in McLe odUS A P a re nt's  ope ra tions  in

20 Ce da r Ra pids , Iowa , a nd othe r s ignifica nt re giona l ce nte rs , including Tulsa , Okla homa . Afte r the

21

22

23

24

26

27

Approxima te ly 40 million s ha re s  of P AETEC common s tock will be  is s ue d to holde rs  of
curre ntly outs ta nding McLe odUS A P a re nt s tock. P AETEC curre ntly ha s  a pproxima te ly 102.1
million sha re s  of common s tock outs ta nding. McLe odUS A P a .re nt's  e mploye e  s tock options , of
which 2.7 million a re  outs ta nding, will be  conve rte d into options  to purcha se  PAETEC sha re s , to
the  extent not exercised before  closing

Adjus te d  EBITDA, which  re pre s e n ts  e a rn ings  be fore  in te re s t, ta xe s , de pre cia tion
a mortiza tion, a nd othe r cha rge s , include s  $30 million of run-ra te  s yne rgie s  a nd e xclude s  $6.5
million of one -time  cos ts  a ssocia ted with PAETEC's  acquis ition of US LEC Corp. on Februa ry 28
2007



clos ing of the  tra ns a ction, P AETEC's  curre nt boa rd of d ire ctors  will a dd one  dire ctor to  be

2 des igna ted by ce rta in principa l s tockholde rs  of McLeodUSA Parent.

1

3 2. Ru le  803 In fo rma tion .

4

5

6

7

8

9

The  propos e d  me rge r a nd  re la te d  tra ns fe r o f con tro l o f McLe odUS A cons titu te s  a

re orga niza tion unde r the  Commiss ion's  P ublic Utility Holding Compa nie s  a nd Affilia te d Inte re s ts

Rule s . The  propos e d me rge r will not impa ir the  fina ncia l s ta tus  of McLe odUS A or othe rwis e

pre ve nt McLe odUS A from a ttra cting  ca p ita l a t fa ir a nd  re a s ona ble  te rms  nor will it impa ir

McLe odUS A's  a bility to provide  s a fe , re a s ona ble  a nd a de qua te  s e rvice . Although ge ne ra lly

described above , Applicants  submit the  following informa tion pursuant to A.A.C. R14-2-803 :

1 0 A. Names and Business Address of the Proposed Officers and Directors of the
Holding Companv.

4
QS 11

1 2 Atta che d a s  Exhibit B is  a  lis t of P AETEC's  office rs  a nd dire ctors . P AETEC's  bus ine s s

address  is  One  PAETEC P laza , 600 Willow Brook Office  Pa rk, Fa irport, New York 14450.

1 4 B. The Business Purposes for Establishing or Reorganizing the Holding
Companv.

o §
* E 8
8 9838
<§22$§3°E8§"13<w Ag
52882483 .go
H<§88§
°8§a38
§ w e 1 5

8

:u 5-

m Ia
oo
we 1 6 Please  re fe r to the  Public Inte rest Section be low.

1 7 c. The Proposed Method of Financing the Holding Companv and the Resultant
Capital Structure.

1 8

1 9

20 fina ncia l re source s .

PAETEC is  a  publicly traded company with an e s tablished capita l s tructure  and s ignificant

The  me thods  it u s e s  fo r fina ncing  will no t cha nge  a s  a  re s u lt o f th is

21

22

23

24

tra nsa ction. The  tra nsa ction de scribe d in S e ction III.A.l a bove  will a dd a  ne w subs idia ry (a nd a

ne w ce rtifica te d subs idia ry of the  subs idia ry) to the  P AETEC fa mily of compa nie s . P AETEC will

is s ue  a dditiona l e quity in  the  compa ny in  conne ction with  th is  tra ns a ction, but th is  will not

ma te ria lly impact how the  company is  financed.

25

26

27

8



1 D. The  Res u ltan t Effec t on  the  Capita l S truc ture  of the  Public  Utilitv.

2 As  a  re s ult of the  Me rge r, McLe odUS A viHha ve a ne w ultima te  pa re nt, P AETEC. The~

3

4

ca pita l s tructure  of the  Arizona  ope ra ting subs idia rie s  of both PAETEC a nd McLe odUSA Pa re nt

will be  una ffected by the  Merge r.

5
E. An Organization Chart of the Holding Companv that Identifies all Affiliates

and their Relationships within the Holding Companv's Subsidiaries.6

7
Please  see  a ttached pre-merger and post-merger charts  a t Exhibit A.

8
F . The Proposed Method for Allocating Federal and State Income Taxes to the

Holding Company's Subsidiaries.9

10

1 1

Q S 1 2
H

Fe de ra l a nd  S ta te  income  ta x a lloca tions  a mong P AETEC a nd  its  s ubs id ia rie s  a re

cons is te nt with the  provis ions  of Tre a sury Re gula tion Se ctions  1.1552-l(a ). PAETEC's  a pproa ch

to a lloca ting tax liability will not change  ma te ria lly a s  a  re sult of this  transaction.3 3

=?! <
Nr-

1 3
G. The Anticipated Changes in the Utilitv's Cost of Service and the Cost of

Capital Attributable to the Reorganization.1 4
D

E
Q

LE
3
M

1 5

38 §
388%
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3 88
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E3388 g 1 6

The  Merger is  not expected to have  any adverse  impact on the  cost of se rvices  provided by

McLe odUS A a nd the  P AETEC ope ra ting s ubs idia ry. The  Me rge r s hould  improve  a ll of the

1 7 opera ting subsidia ries ' access  to capita l a t favorable  ra tes  through the ir common parent, PAETEC.

1 8 H. A Des c rip tion  of Dive rs ifica tion  P lans  of Affilia te s  of the  Hold ing  Companv.

1 9

20

There  a re  no current plans  for dive rs ifica tion or bus iness  activitie s  unre la ted to ope ra tions

of the  current subsidia ries .

21
I. Copies of all Relevant Documents and Filings with the United States Securities

and Exchange Commission and other Federal and State Agencies.22

23 PAETEC will provide  such numerous  a rld voluminous  documents  upon reques t.

24

25

26

27
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1 J . An  Exp la n a tio n  o f th e  Ma n n e r in  wh ic h  th e  Utilitv c a n  a s s u re  th a t Ad e q u a te
Ca p ita l will b e  Ava ila b le  fo r th e  Co n s tru c tio n  o f Ne e e s s a rv Ne w Utilitv P la n t
a nd  fo rlmprove me nts in  Exis ti1rgUti1itv P 1a Irt

3

4

5

The  Arizona  ope ra ting s ubs idia rie s  of P AETEC a nd McLe odUS A P a re nt will be  a ble  to

a ttra ct ca pita l on te rms  no le s s  fa vora ble  tha n prior to the  Me rge r. Ade qua te , a nd proba bly

increased, capita l will be  ava ilable  for growth and deve lopment in Arizona .

6 B. The Debt Financing Arrangements.
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Upon consummation of the  merge r, McLeodUSA, a s  a  new subs idia ry of PAETEC, will be

re quire d  to  pa rticipa te  in  P AETEC's  e xis ting  a nd propos e d De bt Fina ncing a rra nge me nts .

S pe cifica lly, Applica nts  re que s t a pprova l for McLe odUS A to: (1) gua ra nte e  the  obliga tions  of

P AETEC, a s  borrowe r, unde r s e nior s e cure d cre dit fa cilitie s  of $550 million a ggre ga te  principa l

a mount ("Cre dit Fa cilitie s "), (2) gra nt a  s e curity inte re s t in a ll of its  a s se ts  to s e cure  a ll a mounts

owing unde r the  Credit Facilitie s ; (3) gua rantee  the  obliga tions  of PAETEC unde r the  $300 million

aggregate principa l a mount of P AETEC's  9.5% S e nior Note s  due  2015 ("Note s "), a nd (4) incur,

gua rantee  and/or secure  additiona l borrowings  of up to $500 million of additiona l indebtedness  in

the  form of incrementa l te rm loans  and additiona l note s , which a re  pe rmitted (a s  de scribed more

fully be low) unde r the  cre dit a gre e me nt gove rning the  Cre dit Fa cilitie s  (the  "Cre dit Agre e me nt")

and under the  indenture  that governs the  terms of the  Notes.

The  Cre d it Fa c ilitie s .

The  Cre dit Fa cilitie s  cons is t of a  $498 million  te rm loa n  fa cility, a ll o f which  is  fu lly

dra wn,7 a nd a  $50 million re volving fa cility, none  of which is  dra wn. The  fina l ma turity da te  of

the  initia l te rm loa n fa cility a nd tha t of the  re volving cre dit fa cility is  Fe brua ry 28, 2013, a nd

Fe brua ry 28, 2012, re spe ctive ly. P roce e ds  of the  loa ns  (if a ny) unde r the  re volving cre dit fa cility

23

24
7

25

26

27

Borrowings  unde r the  te rm loa n fa cility we re  us e d to re fina nce  s ubs ta ntia lly a ll of the
senior secured indebtedness of PAETEC Corp. (the  predecessor of PAETEC) and to repurchase  a ll
outs ta nding s ha re s  of the  US  LEC Corp. pre fe rre d s tock in conne ction with the  clos ing of the
merge r of PAETEC Corp. and US LEC Corp., a s  we ll a s  to pay the  fees  and expenses  incurred in
connection with the  re financing and s tock repurchase .

1 0



1

3

4

will be  used for working capita l, capita l expenditures  and othe r genera l corpora te  purposes . Under

the  te rms  of the  Cre dit Agre e me nt, e a ch dire ct a ncindire e tf curre nt a ndfutme  s ubs idia ry of

PAETEC is  required to provide  an unconditiona l guarantee  of a ll amounts  owning under the  Credit

Facilitie s  and to grant a  security inte re s t in a ll of its  a sse ts  to secure  a ll amounts  owing unde r the

Cre dit Fa cilitie s .5

6 2. The  Senior Note s
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1 5 Additiona l Inde b te dne s s  Up to  $500 Million
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On July 10, 2007, PAETEC comple ted the  sa le  of $300 million aggrega te  principa l amount

of its  9.5% S e nior Note s  due  2015 pursua nt to a  de finitive  purcha se  a gre e me nt e nte re d into on

J une  27, 2007, with ce rta in initia l purcha s e rs .8 S ubje ct to re ce ipt of re quire d gove rnme nta l

a pprova ls , e a ch  of P AETEC's  curre nt a nd  fu ture  wholly owne d s ubs id ia rie s  is  re quire d  to

gua ra nte e  the  Note s  on a  s e nior uns e cure d ba s is . Ea ch gua ra nte e  will ra nk e qua lly in right of

pa yme nt with a ll e xis ting a nd future  se nior inde bte dne ss  of the  gua ra ntor. The re  is  no obliga tion

for a ny s ubs idia ry to  gua ra nte e  the  Note s  until a fte r s uch s ubs idia ry obta ins  s uch re quire d

governmenta l approva ls .

3 .

Unde r the  Cre dit Fa cilitie s  a nd unde r the  inde nture  tha t gove rns  the  te rms  of the  Note s ,

P AETEC a nd/or its  s ubs idia rie s  a re  pe rmitte d to incur a dditiona l inde bte dne s s  of up to $500

million of incre me nta l te rm loa ns  a nd a dditiona l note s , provide d tha t s pe cifie d conditions  a re

sa tis fie d. S pe cifica lly, the  Cre dit Agre e me nt pe rmits  P AETEC a nd/or its  subs idia rie s  to incur up

to $225 million principa l a mount inde bte dne s s  in the  form of a dditiona l te rm loa ns  unde r the

Cre dit Fa cilitie s , provide d tha t P AETEC ma inta ins  complia nce  with s pe cifie d ra tios  of a djus te d

cons olida te d de bt to a djus te d cons olida te d EBITDA of no gre a te r tha n 5.00:l.00. The re  is  no

obliga tion, howe ve r, for a ny of P AETEC's  re gula te d s ubs idia rie s  to incur, gua ra nte e  or s e cure

24

25 8

26

P AETEC a pplie d the  ne t proce e ds  of the  note s  offe ring, toge the r with ca s h on ha nd, to
re pa y $300 million principa l a mount of te rm loa ns  outs ta nding unde r the  Cre dit Fa cilitie s . As  a
re sult of the  pa rtia l te rm loan repayment, the  Credit Facilitie s  currently cons is t of the  $498 million
te rm loan and the  $50 million revolver discussed above .27
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2
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4

5

s uch a dditiona l borrowings  until the  re quire d gove rnme nta l a pprova ls  a re  obta ine d. Any s uch

incre a s e d  borrowings  ma y be us e dfe e ta xpe tme s  a nd ge ne ra l corpora te  a nd working

capita l purposes . In addition, under the  indenture  tha t governs  the  te rms of the  Notes , PAETEC is

pe rmitte d to incur up to $500 million principa l a mount of inde bte dne s s  in the  form of a dditiona l

se nior note s . The  tota l inde bte dne ss  of a ny such a dditiona l te rm loa ns  a nd a ny such a dditiona l

6

7

notes , in the  aggrega te , however, may not exceed $500 million.

The  re que s te d e ncumbra nce  of McLe odUS A's  a s se ts and related guaranty will replace
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McLe odUS A's  e xis ting e ncumbra nce  a nd gua ra nty a pprove d by the  Commis s ion in De cis ion

No.69346. With re s pe ct to how the  e xis ting fina ncing ne e ds  of McLe odUS A P a re nt will be  me t

following consumma tion of the  me rge r, P AETEC doe s  not be lie ve  tha t a dditiona l de bt fina ncing

will be  re quire d in the  s hort-te rm. In the  e ve nt tha t a dditiona l de bt fina ncing is  re quire d in the

future , P AETEC would pla n to obta in such fina ncing within the  limita tions  of the  $500 million of

additiona l indebtedness  re fe rred to e lsewhere  in this  applica tion.

1 4 Iv. PUBLIC INTEREST CONSIDERATIONS.

1 5 A. Bene fits  o f Merge r.
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P AETEC's  propos e d a cquis ition of McLe odUS A P a re nt will s e rve  the  public inte re s t by

crea ting one  of the  la rges t na tionwide  compe titive  communica tions  se rvice  provide rs  focus ing on

bus ine s s  cus tome rs . With this  a cquis ition, P AETEC will a dd ne twork a s s e ts  including 17,000

fibe r-route  mile s  a nd incre a se  its  tota l numbe r of switche s  to 116. PAETEC will a dd 18 s ta te s  to

its  footprint, including s uch ke y ma rke ts  a s  P hoe nix a nd Te mpe  a s  we ll a s  Cle ve la nd, Da lla s ,

Denver, De troit, Houston, and Sea ttle . The  combined company expects  to have  approximate ly 3.4

million a cce s s  line  e quiva le nts  in s e rvice  a nd a  loca l pre s e nce  in 47 of the  top 50 Me tropolita n

S ta tis tica l Are a s  (MS As ) in the  country in 2008. It will offe r bus ine s s  cus tome rs  a  compe lling

a lte rna tive  to legacy ca rrie rs  through the  combined footprint of Applicants , a  comprehens ive  suite

of business  services , and an extensive  switching and fiber ne twork.

26

27
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The  comple me nta ry s tre ng ths , p roduct s e ts , a nd  ge ogra ph ic  foo tprin ts  o f the  two

2 companies  should position PAETEC to rea lize  substantia l cos t savings  and achieve  synergies ' tha t

a re  e xpe cte d ultima te ly to s tre ngthe n the  a bility of Applica nts ' re spe ctive  ope ra ting subs idia rie s

including McLe odUS A a nd P CI, to e nha nce  the ir re spe ctive  s e rvice  offe rings  a nd provide  more

advanced te lecommunica tions  se rvices  to a  broader customer base . The  opera ting subsidia ries  will

a ls o be ne fit from the  combine d ma na ge ria l a nd ope ra tiona l e xpe rtis e  of both P AETEC a nd

McLe odUS A P a re nt. App lica n ts  s ha re  a  commitme n t to  bu ild ing  a nd  ma in ta in ing  s o lid

re la tionships  with the ir cus tomers . Both PAETEC and McLeodUSA Parent be lieve  tha t success  is

built by providing e xce lle nt s e rvice  to e ve ry cus tome r. The  propose d tra nsa ction, the re fore , will

e na b le  the  combine d  compa ny to  s tre ng the n  the  re s pe ctive  compe titive  pos ition  o f bo th

Mc Le o d US A a n d  P C I,  to  th e  u ltim a te  b e n e fit  o f Ariz o n a  c o n s u m e rs  a n d  th e  S ta te 's

te lecommunica tions  marke tplace

Trans parent to  Exis ting Cus tomers

Although P AETEC's  a cquis ition of McLe odUS A P a re nt will re s ult in  a  cha nge  in  the

ultima te  ownership and control of McLeodUSA, no transfe r of Ce rtifica te , a sse ts  or cus tomers  will

occur a s  a  re sult of the  Tra ns fe r of Control. Imme dia te ly following consumma tion of the  me rge r

McLe odUS A will continue  to provide  s e rvice  to its  Arizona  cus tome rs  purs ua nt to its  e xis ting

authoriza tion with no change  in the  ra te s  or te rms  and conditions  of se rvice  a s  currently provided

S imila rly, no tra ns fe r of Ce rtifica te , a s s e ts  or cus tome rs  will occur a s  a  re s ult of McLe odUS A's

pa rticipa tion in the  De bt Fina ncing. McLe odUS A's  e xis ting $600,000 pe rforma nce  bond will

re ma in in pla ce . The  Tra ns fe r of Control a nd McLe odUS A's  pa rticipa tion in the  De bt Fina ncing

22

27

The  tra nsa ction will cre a te  a  compa ny with a n e s tima te d $2.7 billion e nte rprise  va lue  tha t
is  e xpe cte d to produce  cos t syne rgie s  of a pproxima te ly $20 million in the  firs t ye a r following the
clos ing, and run-ra te  syne rgie s  of approxima te ly $30 million during the  second yea r pos t-clos ing
For the  twe lve  months  e nde d J une  30, 2007, on a  pro forma  ba s is , the  combine d compa ny
ge ne ra te d a pproxima te ly $1.6 billion in re ve nue  a nd $263 million in a djus te d EBITDA, including
$30 million in syne rgie s

5

1 3



the re fore , will be  tra ns pa re nt to McLe odUS A's  Arizona  cus tome rs  in te rms  of the  s e rvice s  the y

currently rece ive .

In  s um, the  combina tion  of P AETEC a nd McLe odUS A P a re nt is  e xpe cte d  to  cre a te

s ubs ta ntia l opportunitie s  for cus tome rs  of both  compa nie s  a nd  provide  s ha re holde rs  with

s ignifica nt va lue , which will ultima te ly e nha nce  the  qua lity a nd va rie ty of te le communica tions

products  and services offe red to Arizona  consume rs . Gra nt of this  Applica tion will the re fore  se rve

the  public inte res t of the  S ta te  of Arizona .

1

2

3

4

5
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9 For fore going re a s ons , Applica nts  s ubmit tha t the  public  in te re s t,  conve nie nce , a nd

10 ne ce s s ity would be  furthe re d by gra nt of this  Applica tion for Commis s ion a pprova l to tra ns fe r of
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control of McLeodUSA and for McLeodUSA to pa rticipa te  in the  debt financing a rrangements , a s

described he re in. There fore , Applicants  re spectfully reques t tha t the  Commiss ion:

1. Approve  the  tra ns fe r of indire ct control of McLe odUS A re s ulting from the  propos e d

merger pursuant to A.A.C. R14-2-803 and

2. Approve  McLe odUS A pa rticipa tion in the  de bt fina ncing a rra nge me nts  purs ua nt to

A.R.S . 40-285 and A.A.C. R14-2-804.

Applica nts  furthe r re s pe ctfully re que s t e xpe dite d cons ide ra tion a nd a pprova l of this

Applica tion without hea ring no la te r than January 1, 2008.

RES P ECTFULLY S UBMITTED this 2 7 1 " day of September 2007.

ROS HKA DEWULF & P ATTEN, P LC

By %4/4
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Micha e l W. Pa tte n
One  Arizona  Cente r
400 East Van Buren Stree t, Suite  800
Phoenix, Arizona  85004
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Tony S . Le e
Gra ce  R. Chiu
Ve na ble  LLP
575 7th S tre e t, N.W.
Wa s hington ,  D.C.  20036
Te l: (202) 344-4000
Fa x: (202) 344-8300

5 Of Couns e l

6

7
Original and 9 copies of the foregoing
filed this?7 day of September 2007 with:

8

9

Docke t Contro l
Arizona  Corpora tion Com m is s ion
1200 We s t Wa shington S tre e t
P hoe nix, Arizona  8500710

. 1
D-4

1 1 Copy 09'6 foregoing hand-delivered/mailed
t h i s j f day of September 2007 to:

12

°3

Lyn Fa rme r, Es q.
Chie f Adm inis tra tive  La w J udge
He a ling  Div is ion
Arizona  Corpora tion Com m is s ion
1200 We s t Wa s hington
P hoe nix, Arizona  85007
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Chris tophe r C. Ke e le y
Chie f Couns e l,  Le ga l Divis ion
Arizona  Corpora tion Com m is s ion
1200 We s t Wa s hington
P hoe nix, Arizona  8500718

19

20

Erne s t G. J ohnson, Esq.
Dire c tor,  Utilitie s  Div is ion
Arizona  Corpora tion Com m is s ion
1200 We s t Wa s hington
P hoe nix, Arizona  850072 1
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VERIFICATION

S TATE OF lOWA

COUNTY OF LINN

I, William A. Haas , he reby ve rify unde r pena lty of pe rjury tha t I am Vice

Pres ident and Deputy Genera l Counse l of McLeodUSA Incorpora ted, tha t I am

authorized to make  this  verifica tion on beha lf of the  company, tha t I have  read the

foregoing document and know the  contents  thereof, and tha t the  same are  true  of my own

knowledge, except to those  matters  there in s ta ted upon information and belie f, and as  to

those matters I believe them to be true.

Witham A. Haas4
Vice  President and Deputy Genera l

Counse l
McLe odUS A Incorpora te d

Subscribed and swam to before  me on this 424 Rh day of September, 2007.

41'

ion e xpire s : I0//4/05
=8

/am

JOY L wtBE
Commission Number 737144

My Commlsslon Expires
Of*ob€l 14, 200a

Arizona

P



VERIFICATION

S TATE OF NEW YORK

COUNTY OF MONROE

I, John B. Messenger, he reby ve rify under pena lty of pe rjury tha t I am Assis tant

Secre ta ry of PAETEC Holding Corp., tha t I am authorized to make  this  ve rifica tion on

behalf of the  company, tha t I have  read the  foregoing document and know the  contents

thereof, and tha t the  same are  true  of my own knowledge , except to those  matters  there in

sta ted upon information and be lie f; and as  to those  matte rs  I be lieve  them to be  true .

/ 4 , Messenger
Assis tant Secre tary
P AETEC Holding Corp,

-

S ubscribe d a nd swa m to be fore  me  on this  Q/ th day of September, 2007.

1

My commiss ion expire s  : U / //0
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EXHIBIT A
1

2
Co rp o ra te  S tru c tu re  o f P AETEC Ho ld in g  Co rp .

a n d  Mc Le o d US A In c o rp o ra te d
P rio r to  a nd  Fo llowing  the  Me rge r

3

4

5

6

7

8

9

1 0

o
..1
m

1 1

1 2r.~4"'8
[_v~»
m

O9°O 8
1 3

1 4

Ra

E
94
8
is.
..1

3
Ra
Q

Q
m
m
o
M

1 5

§
E T

§
38838
83989

3
§ 1 6

1 7

1 8

1 9

20

21

22

23

24

25

26

27



" EEco
'6

0 28: as
-5.-E

o
3 :cm o
.93 EE
o bQ_._
I-'E
G m
OD.

Z~
E.2

§.§,
35-2
:.°E*ucv:

2
,2

3an cu
3ca
Q

an <
8
E
o

UP

mcu
-5 'u
5  2
D. E

cm 3"D  :
o `/
a>
_J
o

E

3
' U

_I

8>
cm
es
o  9
E  2
ea L'
z  3,GJ55 _
3
oGJ
o
E

wU)
.E *u >.
`5 8
I Q .

<

3

o

§</J
:J .3'g 'o
G) . c_| . .
E

'o
2
Eo
E-oo
E
<mD'co

v_|
u
E

IE
</J

ii
>
co
6 'o

GJ

"E 5
3
U P

3  9
' u  3Q `.¢
q )

_ |

E

GJ
2

8°

m
. Q
3

w 9
oup ...
| -

3
D .  c
n .  3_g `.¢

5

8

Lu

'E
3"-2* S
° 8 ,Ge
E2<
o

8I-"§
°5U-5,

wc
.2
la >o.-
§ €
E 42
E T
08"
l.u

3

8%QQ.
88
I-E'
1JJi5
253,

é-
l.u o

in 8'
E 2

o

cm
o

Q
D  :L. ca
a>

(D
.Q

EJ* €U) .-

Qg c:
-9
G).c
O

.2
138
: '8'

E TE 2
o 3o 9
o  N
IJJ <_,
m
3

c
.Q..-

0 8
8'

m , `
. Q

( D

LLI
_ I
¢/Jn

.9EE TGJ
O n

"-I 3a>
£ 8Q

8
3"

4 8
68.
O E

U J

;')=a
383

1"

<'

3
. :

135
ci.c8

c
u- 4-1

cm -

'5l m
QM...NE

O Q ;o8 B-

"'<._3v>
883058
(D
D.

£509
O.C--E

3
w

< m i
E_l .E9

E;
o

dI...o

|'

| |
| |
I |
I : |

I I
- I |

| |
| |
| |
| |

.9

.2
3'
<
ea
D .

I l

I l



m

.2
<

D E
'g :

E

Ia EE
Ti ,868

+3
| -

9
E-

8
2

3
mm
£9
o
N
s

c>
.E
w
cu
-5 f

' u* as
m 3
< 8
<3 Q
'o So ~./
G.)
_|
O
2

i i
°>CD

_cs

o 'u
E 2
8

U )
< G)
ca E
' U

8
_I
o
E

£2
8

aGJ
.c  E '
8*' an

a> an
*4-I-I
o u:5 Cb ' §
cm o

6u.
o in
88
o CO

D.

'c
8
2o
go
E
<
w
3'UoGI.Jo
E

U)
3

o
E

8 ?

< 8
`0.8
0 2
Q S_,

d
o
>U)
. 9o

E  8
co 9D \_
'u 3

oGJ

_ J
o

E

d
o'6E u
8.5
:LE

8

<
D..

<18
>&8
° 339

8I_8
m y

(D.Q
CD
8  3m
I- 3LLI on
< 2D. :
an
. :
O

m
c
.2. . . I
cu >~.
8 :E1 :
g
E T
E-8
° § '
:Es
88
D .

8
9

8?
0 3
LI.l
I -__
I-U3
Ff a

m

='5
E

.9
` § 3
'E 8'

G.)

E E

03
l.u<_ : v

8 9
-.Q</Ha
83
_/9_

q.)

5 2

E a
"-Z 3
_js

1 .

(D
. Q

w

8 »`
_| 'go
cm '63 3

8
8
_Q ` /

o
4-1
O

9 ?
o bO E
o b
3.3
mp.
3 8

:-
3
. c135

-Ur

I I I

I I



EXHIBIT B
1

2
Office rs  and Direc tors

o f P AETEC Ho ld in g  Co rp .

3

4

5

6

7

8

9

10

»-I
n..

o
oof
Lu 11

m
no
Q

14

§
3
M

15

16

U

l§3§8§ 12
8 8 9
'QQ §38 13
833888

83838

8 g
17

18

19

20

21

22

23

24

25

26

27



P AETEC Ho ld in g  Co rp .
- Ma n a g e m e n t Bio g ra p h ie s  -

Arunas A. Chesonis, Chairman and Chief Executive Officer

Arunas A. Chesonis serves as Chairman of the Board and Chief Executive Officer of PAETEC Holding
Corp., and is responsible for the vision, leadership, and direction of the company.

Under the watch of Mr. Chesonis, PAETEC has achieved remarkable growth. Within five years of
founding PAETEC in May 1998, Mr. Chesonis led the company to achieve the number two ranking in the
2003 Deloitte Fast 500 list of the fastest-growing public and private technology companies in North
America. In 2001 , he was awarded the Ernst & Young Entrepreneur of the Year Award. In 2006, Mr.
Chesonis received the Herbert W. Vanden Brul Entrepreneurial Award by the College of Business at
Rochester Institute of Technology.

This growth has not come at the expense of doing business the right way, as shown by PAETEC receiving
the national 2005 American Business Ethics Award sponsored by the Society for Financial Service
Professionals.

Mr. Chesonis began his career at Rochester Telephone Corporation, now part of Citizens
Communications Company. He went on to serve as President of ACC Corp., until it was purchased by
TCG/ATT in 1998.

Mr. Chesonis holds a B.S. in Civil Engineering from Massachusetts Institute of Technology, an MBA
from the William E. Simon Graduate School of Business at the University of Rochester, and an Honorary
Doctorate of Laws from the University of Rochester. He is Chairman of the Director's Council for the
Earth System Initiative at the Massachusetts kistitute of Technology, and serves as trustee at the Harley
School, Rochester Institute of Technology and the University of Rochester.

Ed wa rd  J . Bu tle r, J r., Ch ie f Op e ra tin g  Offic e r

Edward J. Butler, Jr. serves PAETEC as Chief Operating Officer. In this capacity, Mr. Butler oversees
PAETEC's Sales and Marketing, Operations, Network Engineering, and Service Delivery divisions, and
as such, is responsible for both the performance, growth and optimization strategy of the company's
service delivery infrastructure.

Mr. Butler joined PAETEC Communications as a member of the founding officer team in 1998, and
possesses more than 20 years of experience in the telecommunications industry. Prior to joining
PAETEC, Mr. Butler served ACC CommMcations for more than a decade in a number of executive and
managerial positions.

Mr. Butler serves on the CompTe1 Alliance CEO Council. Mr. Butler is Chairman for Compeer West, a
not-for-profit United Way motoring agency in Western New York and founded and serves as Director of
the Edward Butler Family Foundation.



Ke ith  M. Wils o n , Ch ie f Fin a n c ia l Offic e r

Keith M. Wilson serves PAETEC Chief Financial Officer, and as such, is responsible for maintaining
and reporting the financial health of the company. In addition to overseeing such finance-related
departments as Treasury, Accounting, Accounts Payable, Investor Relations, and Payroll, Mr. Wilson also
is responsible for PAETEC's Human Resources team.

Prior to joining PAETEC in January 2001, MI. Wilson most recently served as Vice President and Head
of the Telecommunications Finance Group at Union Bank of California, where he focused on souring
and providing capital for telecommunications services companies in the wireline, wireless, and data-
services markets. Mr. Wilson also has held positions with First Dominion Capital, NationsBank, Bank of
Boston, and Fleet Bank.

Mr. Wilson received a Bachelor of Arts degree iron Dicldnson College in Carlisle, PA, where he was a
Nisbet Scholar, and a master's degree from The University of Michigan. Mr. Wilson serves on the Board
of Directors, Executive Committee, and as the Treasurer for the Rochester Philharmonic Orchestra. He is
also Chairman of the Dicldnson Fund Advisory Committee, and Board Member of the McAndrews Fund
for Athletics, both of Dicldnson College.

Jack Baron, Chief Marketing Officer and Executive Vice President

Jack Baron serves as Chief Marketing and Training Officer and Executive Vice President of Business
Development. In these roles, he provides the vision, development and deployment strategy for PAETEC's
entire product suite. His team also leads all management and sales training, and provides the training path
for employee growth and development. Mr. Baron also oversees PAETEC's entire customer management
process which includes over 200 professional account managers, serving customers with combined
revenue of almost $1 billion.

Mr. Baron is a co-founder of PAETEC and has over 25 years of management experience, including 17
years in Telecom sales, marketing, training, and customer-service. Prior to joining PAETEC, Mr. Baron
served as National Vice President of Sales, Marketing and Customer Service for ACC TeleCom's U.S.
operations. Prior to joining ACC in 1995, Mr. Baron served as President of ETI Technical College, a 4-
year engineering college in Cleveland.

Mr. Baron is now Chairman of the Executive Advisory Board for Rochester's Flower City Habitat for
Humanity, as well as a member of the Habitat Board of Directors. He also serves on the Executive
Advisory Board for the Otetiana Council of the Boy Scouts of America, as he has since 2001.

Mr. Baron has an MBA from Syracuse University with a concentration in marketing, graduating summa
cum laude. He has a Bachelor of Science degree in Neuroscience from the University of Rochester, where
he graduated with high honors.



Robert Moore , Chief Information Officer and Senior Vice  Pres ident

Robert Moore serves PAETEC aS SeNior Vice-President and Chief Information Officer, overseeing
operating support systems, systems operations, and engineering, as well as applications development and
deployment.

Mr. Moore has 14 years of experience in the Telecom industry, having joined ACC Communications as
Manager of Application Development, and sewing PAETEC in a number of Information Technology
management positions since its inception in 1998.

Mr. Moore serves on the Rochester Institute of Technology's Software Engineering Industry Advisory
Board, the Otetiana Council of the Boy Scouts of America Board, and the Regional Community Asthma
Network of the Finger Lakes. He was awarded the Rochester Business Joumal's Forty under 40 Award in
2003 /

A proud United States Navy veteran, Mr. Moore received his Bachelor of Science in Computer Science
from Rochester Institute of Technology and earned his MBA from the Johnson School at Cornell
University.

Joseph D. Ambersley, Executive Vice President, Strategic Development

Joseph D. Ambersley serves PAETEC as Executive Vice President and in this role, oversees the
company's mergers and acquisitions strategy, Prior to joining PAETEC in June 1998, Mr. Ambersley
was Vice President of Carrier Sales at National Tel of Florida. Prior to that, he served as Vice President of
Carrier Sales for ATC/Microtel, and was also the Athletic Director at the University of West Florida in
Pensacola.

Mr. Ambersley currently serves as Vice Chairman/Treasurer for CompTel/ALTS, the nation's largest
trade association representing competitive carriers. Mr. Ambersley received a Bachelor of Science degree
from Florida State University in 1972, and a Master's degree from Rollins College in 1976.

Tim o th y J . Ba n c ro ft, Exe c u tive  Vic e  P re s id e n t a n d  Tre a s u re r

Timothy J. Bancroft, serves PAETEC as Executive Vice President and Treasurer. In this role he is
responsible for overseeing PAETEC's corporate assets, financial planning, banking relations, and the
company's quality program.

Prior to joining PAETEC in June 1998, Mr. Bancroft served as the Vice President, Finance for a
subsidiary of Citizens Communications, Inc. From 1971 to 1993, Mr. Bancroft held several financial
positions with Rochester Telephone Corporation, now part of Frontier, a Citizens Communications
Company.

Mr. Bancroft serves on the boards of the Hillside Children's Center and the Al Sill Center in Rochester,
N.Y. Mr. Bancroft holds a Bachelor of Science degree in Business Administration from the Rochester
Institute of Technology.



Chris Bantoft, Executive Vice President, Alternate Channels

Chris Bantoft serves PAETEC as Executive Vice President for Alternate Channels. In this role, Mr.
Bantoft oversees Agent Channel sales and the Wholesale Markets group, including reseller distribution.

Mr. Bantoft holds a Bachelor of Science degree in Economics &om London University. Mr. Bantoft's
career spans more than 30 years of international business management. Prior to joining PAETEC, Mr.
Bantoft served as Chief Executive Officer for ACC Telecom Europe, where, in a span of four years, he
developed an entrepreneurial startup business into a $140 million enterprise with 350 employees. Mr.
Bantoft also architected the international expansion of ACC Telecom into Gennady, and brokered the
successful sale of the business. Prior to his tenure at ACC Telecom, Mr. Bantoft's career encompassed
industries from consumer goods to office systems. His first role in the telecommunications industry was
as Managing Director of Alcatel Business Systems in the United Kingdom.

Jeffrey L. Burke, Executive Vice President, Strategic Operations

Jeff Burke serves as Executive Vice President responsible for Strategic Operations for the company. In
this role he oversees National Accounts and the Industry Solutions Group, as well as business operations
for PAETEC's value-add solutions portfolio -- Pinnacle Software, Hardware Solutions, Data Center
Solutions and StarNet ISP Solutions.

Prior to joining PAETEC he served as director on PAETEC's board for three years. Mr. Burke was also
President, CEO and co-founder of NetSetGo, a regional Internet professional services fem headquartered
in Rochester, New York, with offices 'm eight states across the eastern United States. Prior to NetSetGo,
Mr. Burke worked in executive positions at Xerox, Digital Equipment Corporation andBBN.

Mr. Burke earned his bachelor's degree in accountancy from Bentley College, Waltham, Massachusetts.
He is an adjunct instructor at the SUNY Geneseo Jones School of Business. Burke is currently a board
member for the American Heart Association of Rochester. He is a former board member and advocate for
the American Lung Association, Finger Lakes Region, and the Rochester & Syracuse Epilepsy
Foundation. He is on the advisory board of Relevant Technologies, Emenete Business Services,
Document Dynamics, Logical and Genesee Valley Trust.

Ma rio  De Rig g i, Exe c u tive  Vic e  P re s id e n t, Dire c t S a le s

Mario DeRiggi serves as Executive Vice President responsible for overseeing PAETEC's entire Direct
sales channel. Prior to beginning his career at PAETEC as Vice President of Sales for NY Metro, Mr.
DeRiggi had over ten years' experience in the telecommunications industry, holding positions at All ret
Communications, AT&T, Winstar Communications, and Cablevision Lightpath. Mr. DeRiggi received
his B.A. from SUNY Oswego.



James Hvisdas, Executive Vice President, Operations

James Hvisdas serves as Executive Vice President of Operations, and is responsible for company-
wide operations, which include the following departments: Switch Operations (40 sites), Field
Technicians, Real Estate/Facilities, Security, Network Fraud, Equipment Engineering, as well as Power
and Environmental Engineering. Mr. Hvisdas has more than 25 years experience in communications and
was one of the founders of US LEC. Prior to joining US LEC, he spent 10 years at Rochester
Telephone/Frontier where he held responsibilities for the Carrier and Central Office Installation groups.
He also worked for ETS, Contel ASC, and American Satellite.

Sharon LaMantia, Executive Vice President, Service Delivery

Sharon LaMantia serves as Executive Vice President responsible for PAETEC's Network Operations
Centers, Service Delivery and Service Engineering teams nationally. Ms. LaMantia previously served as
Senior Vice President of Operations and Account Development for the West Region. Prior to joining
PAETEC in December of 1999, Ms. LaMantia spent 28 years with Pacific Bell. Ms. LaMantia studied
business at St. Mary's College in Moraga, California, and received a certificate degree in
Telecommunications from Golden Gate University in San Francisco.

Richard J. Padulo, Executive Vice President, Engineering and Operations

Richard J. Padulo serves PAETEC as Executive Vice President, Engineering and Operations, and is
responsible for the company's engineering, operations, and security departments. Mr. Padulo was
responsible for the build and implementation of PAETEC's switch operations.

Prior to joining PAETEC in June 1998, Mr. Padre assisted in the start-up of ACC's local telephone
subsidiary, ACC National Telecom, where he assisted with business planning, and subsequently assumed
the position of Director of Operations and Engineering. Mr. Padulo began his career in the U.S. Army as a
communications specialist, and followed his military service with employment at Rochester Telephone
Corporation, now part of Frontier, a Citizens Communications Company.

Charles E. Sieving, Executive Vice President, Secretary, and General Counsel

Charles E. Sieving serves as Executive Vice President, General Counsel and Secretary. Prior to joining
PAETEC in February, 2007, Mr. Sieving was a Partner with Hogan & Hartson L.L.P., an international
law firm and the principal corporate outside legal counsel to PAETEC since October 1998. Mr. Sieving
holds a B.A. degree from Denison University and Doctor of Law from the University of Cincinnati.
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AGREEMENT AND PLAN OF MERGER

THIS AGREEMENT AND PLAN OF MERGER (this "Agreement") is made and
entered into as of September 17, 2007, by and among PAETEC HOLDING CORP., a Delaware
corporation ("Buyer"), PS ACQUISITION CORP., a Delaware corporation and a direct wholly-
owned subsidiary of Buyer ("Merger Sub"), and MCLEODUSA INCORPORATED, a Delaware
corporation ("Seller"). Certain terms used in this Agreement are defined in Section 8.3.

W I T N E S S E T H :

WHEREAS, the respective Boards of Directors of Buyer, Merger Sub and Seller
have deemed it advisable and in the best interests of their respective corporations and their
respective stocldiolders that Buyer and Seller engage in the business combination provided for in
this Agreement in order to advance their respective long-term strategic business interests,

WHEREAS, in furtherance thereof, the respective Boards of Directors of Buyer,
Merger Sub and Seller have approved this Agreement and the transactions contemplated hereby,
including the merger of Merger Sub with and into Seller with Seller continuing as the surviving
corporation (the "Merger"), upon the terms and subject to the conditions set forth in aNs
Agreement and in accordance with the provisions of the General Corporation Law of the State of
Delaware (the "DGCL"),

WHEREAS, the Board of Directors of Seller has determined that this Agreement
and the transactions contemplated hereby are in the best interests of Seller and its stocldiolders
(the "Stockholders") and has determined to recommend to the Stocldiolders the adoption of this
Agreement and approval of the transactions contemplated hereby, including the Merger (the
"Seller Stockholder Approval"),

WHEREAS, the Board of Directors of Buyer has determined that this Agreement
and the transactions contemplated hereby are in the best interests of Buyer and its stockholders
(the "Buver Stocldlolders") and has determined to recommend to the Buyer Stockholders
the approval by the Buyer Stocldrolders of the issuance of Buyer Common Stock in the Merger
(the "Buver Recommendation"),

WHEREAS, concurrently with the execution and delivery of this Agreement and
as a condition and inducement to the parties' willingness to enter into this Agreement,
certain Buyer Stockholders, Buyer and Seller have entered into voting agreements (collectively,
the "Buver Voting Agreements") pursuant to which each such Buyer Stockholder has agreed
with Buyer and Seller, subject to the terms and conditions set forth therein, to vote in favor of
the issuance of the Buyer Common Stock in the Merger pursuant to this Agreement, and

WHEREAS, for United States income tax purposes, it is intended that the Merger
qualify as a tax free reorganization within the meaning of Section 368(a) of the Code;

NOW, THEREFORE, in consideration of the foregoing and the representations ,
warranties, covenants and agreements set forth herein, and for other good and valuable
consideration, the receipt and sufficiency of which are hereby acknowledged, the parties agree as
follows:

-1-
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ARTICLE I

THE MERGER

SECTION 1.1. The  Merger. At the  Effective  Time, upon the  te rms and subject
to the  conditions se t forth in this  Agreement, and in accordance with the  DGCL, Merger Sub
shall be merged with and into Seller, a t which time the separate  corporate  existence of Merger
Sub shall cease and Seller shall continue as the surviving corporation in the Merger and shall be
a  wholly-owned, direct subsidia ry of Buyer (the "S urviving Corpora tion"). From and a fte r the
Effective  Time, the  Surviving Corporation shall succeed to and assume a ll of the  property, rights ,
privileges, Powers and franchises of Seller and Merger Sub in accordance with this Agreement
and the  DGCL.

SECTION 1.2. Closing. The closing of the Merger (the "Closing") shall take
place at 10:00 a.m.,New York City time, on a date to be specified by the parties, which shall be
no later than the second (2"") business day after satisfaction or waiver of all of the conditions set
forth in Article VI (other than delivery of items to be delivered at the Closing and other than
those conditions that by their nature are to be satisfied at the Closing, it being understood dirt the
occurrence of the Closing shall remain subject to the deliveryof such items and the satisfaction
or waiver of such conditions at the Closing) at the offices of Hogan & Hartson L.L.P., 8300
Greensboro Drive, McLean, Virginia 22102, unless another time, date or place is agreed to in
writing by the parties hereto,provided, however, that, notwithstanding anything to the contrary
in this Agreement or otherwise, neither the Closing nor the Effective Time shall take place or
occur prior to January 10, 2008. The date on which the Closing occurs is referred to herein as
the "Closing Date. "

SECTION 1.3. Effe ctive  Time. Subject to the  te rms and conditions of this
Agreement, as soon as practicable on the Closing Date, the parties shall cause the Merger to be
consummated by filing a  certifica te  of merger in such form as required by, and executed in
accordance with, the  re levant provisions of the  DGCL (the "Ce rtifica te  of Me rge r") with the
Secretary of State  of the  State  of Delaware and shall make all other filings or recordings required
under the  DGCL. The Merger shall become effective  a t such time as the  Certifica te  of Merger is
duly filed with the  Secre tary of Sta te  of the  Sta te  of Delaware  or, if Buyer and Seller shall
otherwise agree, at such subsequent date or time as Buyer and Seller shall specify in the
Certificate  of Merger, which date  shall be  not more than ninety (90) days after the  date  the
Certifica te  of Merger is  rece ived for filing. The  time  a t which the  Merger becomes e ffective  is
referred to herein as the "Effe ctive  Time. "

SECTION 1.4. Effects  of the  Merger. At the  Effective  Time , the  Merge r sha ll
have  the  effects  se t forth in this  Agreement and in the  applicable  provisions of the  DGCL. Buyer
and its  Subsidiaries hereby discla im any intention to subject themselves to any ongoing liabilities
or obligations under any Contract to which Seller or any of its  Subsidiaries is  a  party, except as
may occur by opera tion of law as a  result of the  Merger.

SECTION 1.5. Organiza tiona l Documents  of the  Surviving Corpora tion. The
certifica te  of incorpora tion of Se lle r, as  in e ffect immedia te ly prior to the  Effective  Time, sha ll
be  amended in its  entire ty in the  Merger to read as the  certifica te  of incorporation of Merger Sub

-2-
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as in e ffect immedia te ly prior to the  Effective  Time, except tha t the  name of the  Surviving
Corporation shall continue to be McLeodUSA Incorporated, and as so amended, such certificate
of incorpora tion sha ll be  the  ce rtifica te  of incorpora tion of the  Surviving Corpora tion until
amended in accordance with Applicable  Laws and as provided in such certifica te  of
incorpora tion. The  bylaws of Se lle r, a s  in e ffect immedia te ly prior to the  Effective  Time, sha ll
be  amended in their entire ty a t the  Effective  Time to read as the  bylaws of Merger Sub as in
effect immedia te ly prior to the  Effective  Time, except tha t the  name of the  Surviving
Corporation shall continue to be McLeodUSA Incorporated, and as so amended, such bylaws
shall be  the  bylaws of the  Surviving Corpora tion until amended in accordance  with Applicable
Laws and as  provided in such bylaws and the  certifica te  of incorpora tion of the  Surviving
Corpora tion.

SECTION 1.6. Directors  and Office rs  of the  Surviving Corpora tion. The
directors  of Merger Sub sha ll, from and afte r the  Effective  Time,become the  initia l directors  of
the Surviving Corporation until their successors shall have been duly e lected, appointed or
qualified or until the ir earlie r dea th, res igna tion or removal in accordance  with the  certifica te  of
incorpora tion and bylaws of the  Surviving Corpora tion and Applicable  Laws. The  office rs
of Buyer sha ll, from and a ire r the  Effective  Time, become the  initia l office rs  of die  Surviving
Corporation until their successors shall have been duly e lected, appointed or qualified or until
the ir earlier death, resignation or removal in accordance  with the  certifica te  of incorpora tion and
the  bylaws of the  Surviving Corpora tion.

SECTION 1.7. Directors of Buyer at the Effective Time. As of the Effective
Time, Buyer shall (a) cause the number of directors that shall constitute the full Board of
Directors of Buyer to be increased by one from the number of directors serving on the Board of
Directors of Buyer immediately prior to the Effective Time and (b) take such action as may be
necessary in accordance with the Restated Certificate of Incorporation of Buyer, as amended and
currently in effect (the "Buver Charter"), and the Amended and Restated Bylaws of Buyer, as
amended and currently in effect (the "Buver Bvlaws" and, together with the Buyer Charter, the
"Buver Organizational Documents"), to cause to be elected or appointed as a Class III director of
Buyer, as of the day immediately following the Closing Date, such individual as shall be
designated by the Wayzata Funds and as shall be reasonably acceptable to Buyer. At the
Closing, Buyer shall deliver to Seller a signed counterpart to the board membership agreement
substantially in the form attached hereto asExhibit 1.7 (the "Board Membership A2;reement")
which, upon execution by the Seller Funds, shall be effective as of the Effective Time.

ARTICLE II

EFFECTS OF THE MERGER; EXCHANGE OF CERTIFICATES

SECTION 2. 1. Effect on Capital Stock. Subject to the terms and conditions of
this Agreement, at the Effective Time, by virtue of the Merger and without any action on the part
of Buyer, Merger Sub, Seller or the holders of any shares of common stock, par value $0.01 per
share, of Seller (the"Seller Common Stock"):

(a ) Conversion of Seller Common Stock. Each share  of Selle r
Common Stock issued and outstanding immediate ly prior to the  Effective  Time (other than
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shares to be cancelled in accordance with Section 2.l(c) and Dissenting Shares) shall be
cancelled and converted into the right to receive 1.30 shares of Buyer Common Stock (the
"Exchange Ratio"). The shares of Buyer Common Stock issuable to holders of Seller Common
Stock pursuant hereto are sometimes referred to herein as the "Merger Consideration." As a
result of the Merger, at the Effective Time, each holder of a Certificate shall cease to have any
rights with respect thereto, except that such Certificate shall represent only the right to receive
the Merger Consideration deliverable in respect of the shares of Seller Common Stock
represented by such Certificate immediately prior to the Effective Time, any cash in lieu of
fractional shares payable pursuant to Section 2. 1 (d)and any dividends or other distributions
payable pursuant to Section 2.4(cl, all to be issued or paid, without interest, in consideration
therefor upon the surrender of such Certificate in accordance with Section 2.4(bl (or, in the case
of a lost, stolen or destroyed Certificate, Section 2.4(il).

(b) Capital Stock of Merger Sub. Each share of common stock, par
value $0.01 per share, of Merger Sub issued and outstanding immediately prior to the Effective
Time shall be converted into one fully paid and no assessable share of common stock, par value
$0.01 per share, of the Surviving Corporation.

(c) Cancellation of Shares. Each share of Seller Common Stock
owned by Buyer or Merger Sub, or held in the treasury of Seller, in each case immediately prior
to the Effective Time, shall be cancelled pursuant to the Merger, and no consideration shall be
delivered in respect thereof.

(d) Fractional Shares. No fraction of a share of Buyer Common Stock
shall be issued by virtue of the Merger, but in lieu thereof each holder of shares of Seller
Common Stock who would otherwise be entitled to a fraction of a share of Buyer Common
Stock (after aggregating all shares of Buyer Common Stock that otherwise would be received by
such holder) shall, upon surrender of such holder's Certificate or Certificates, receive from
Buyer an amount of cash (rounded up to the nearest whole cent), without interest, equal to the
product of (i) the fractional share interest (after aggregating all shares of Buyer Common Stock
that otherwise would be received by such holder) which such holder would otherwise receive,
multiplied by (ii) the closing price of one share of Buyer Common Stock on The NASDAQ
Stock Market LLC ("NASDAQ") on the trading day which is one (1) trading day prior to the
Closing Date.

(e) Adjustments to Exchange Ratio. The Exchange Ratio, the Merger
Consideration and any amount payable pursuant to Section 2.1(d) or Section 2.4(c) shall be
adjusted to reflect fully the appropriate effect of any stock split, split-up, reverse stock split,
stock dividend (including any dividend or distribution of securities convertible into Seller
Common Stock or Buyer Common Stock), reorganization, recapitalization, reclassification or
other similar change with respect to Seller Common Stock or Buyer Common Stock having a
record date occurring on or after the date hereof and prior to the Effective Time.

(f) Dissenting Shares. Notwiths tanding the  provis ions  of
Section 2.1(a), each share  of Seller Common Stock issued and outstanding immediately prior to
the  Effective  Time and held by a  holder who has not voted in favor of the  adoption of this
Agreement or consented thereto in writing and who has demanded appraisal for such share of
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Seller Common Stock in accordance with the DGCL (collectively, the "Dissenting Shares") shall
not be converted into a right to receive the Merger Consideration to be paid with respect to such
share of Seller Common Stock, pursuant to Section 2.l(al, unless such holder fails tO perfect,
withdraws or odierwise loses such holder's right to appraisal, but shall be converted into the right
to receive such amounts as may be determined to be due pursuant to Section 262 of the DGCL.
If, after the Effective Time, such holder fails to perfect, withdraws or otherwise loses such
holder's right to appraisal, such Dissenting Share shall be treated as if it had been converted as of
the Effective Time into a right to receive the Merger Consideration to be paid wide respect to
such share pursuant to Section 2. 1 (al. Seller shall give Buyer prompt notice and a copy of any
notice of any demands received by Seller for appraisal of shares of Seller Common Stock and
Buyer shall have the right to participate in all negotiations and proceedings with respect to such
demands. Except with the prior written consent of Buyer, Seller shall not make any payment
with respect to, or settle or offer to settle, any such demands.

SECTION 2.2. Restricted Stock. At the Effective Time, without any further
action on the part of Buyer, Merger Sub, Seller or any holder of any shares of restricted Seller
Common Stock granted under the Seller 2006 Plan (the "Restricted Stock") (whether vested or
unvested) outstanding immediately prior to the Effective Time, each share of Restricted Stock
outstanding immediately prior to the Effective Time shall vest and shall be cancelled and
converted into the right to receive, in respect of each underlying share of Seller Common Stock,
the Merger Consideration in accordance with Section 2.l(al.

SECTION 2.3. Stock Options; Stock Option Agreements.

(a) At the Effective Time, each then outstanding option to purchase
Seller Common Stock (a "Seller Option") granted under the Seller 2006 Plan, whether or not
vested or exercisable at the Effective Time, shall be assumed by Buyer and converted into an
option to acquire, on the same terms and conditions as the terms and conditions that were
applicable to such Seller Option, the number of shares of Buyer Common Stock (rounded down
to the nearest whole share) equal to the product of (A) the number of shares of Seller Common
Stock subject to such Seller Option multiplied by (B) the Exchange Ratio, at an exercise price
per share of Buyer Common Stock (rounded up to the nearest whole cent) equal to the quotient
obtained by dividing (l) the aggregate exercise price for the shares of Seller Common Stock
subject to such Seller Option by (2) the aggregate number of shares of Buyer Common Stock to
be subject to such Seller Option airer giving effect to the adjustments in this Section 2.3(a) (each,
as so adjusted, an"Adjusted Option"). In furtherance of the foregoing, at the Effective Time,
Buyer shall assume the Seller 2006 Plan with respect to the Adjusted Options outstanding under
the Seller 2006 Plan following the Effective Time. Buyer may elect to make additional grants of
awards for Buyer Common Stock under the Seller 2006 Plan to Continuing Employees.

(b) The adjustments provided in Section 2.3(a) shall be and are
intended to be effected in a manner which is consistent with Section 424(a) of the Code. Except
to the extent required under the respective terms of the Adjusted Options or as otherwise
provided in this Section 2.3(b), all restrictions or limitations on transfer and vesting with respect
to such Adjusted Options to the extent that such restrictions or limitations shall have not already
lapsed in accordance with their respective terms, and all other terms thereof; shall remain in full
force and effect with respect to such Adjusted Options after giving effect to the Merger and the
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assumption by Buyer se t forth in Section 2.3(a). Any holder of Se lle r Options vesting pursuant
to the Merger who gives proper notice of exercise  thereof and properly exercises such Seller
Options prior to the Effective Time shall be deemed to have exercised such Seller Options
immediate ly prior to the  Effective  Time and the  shares of Seller Common Stock issuable  to such
holder in connection with such exercise  of such Seller Options shall be cancelled and converted
into the  right to rece ive  the  Merger Considera tion in accordance  with Section 2. l (al.

(c) Prior to the Effective Time, Seller shall take all corporate action
necessary, including, to the extent necessary, amending the Seller 2006 Plan and any relevant
award agreements thereunder, to effectuate the provisions of this Section 2.3 effective as of the
Effective Time.

(d) Reasonably promptly following the Effective Time, Buyer shall
(i) issue to each holder of an Adjusted Option, a writing (which may be in electronic form)
evidencing the foregoing assumption of such Adjusted Option and (ii) issue appropriate notices
(which may be in electronic form) setting forth such holder's rights pursuant to the Adjusted
Options, including the effect of the Merger on such Adjusted Options. Prior to the Effective
Time, Buyer shall take such actions as are necessary for the assumption of the Seller 2006 Plan
and the Adjusted Options pursuant to Section 2.3(a). Subj et to receiving full cooperation from
Seller and its independent registered public accounting firm, as soon as is commercially
reasonable after the Closing Date, Buyer shall file with the SEC a registration statement on an
appropriate form, or a post-effective amendment to a registration statement previously tiled
under the Securities Act, with respect to the shares of Buyer Common Stock subject to the
Adjusted Options and shall use commercially reasonable efforts to have such registration
statement or post-effective amendment declared effective as soon as reasonably practicable
following the Effective Time.

SECTION 2.4. Exchange of Shares and Certificates.

(a) Exchange Agent. Not less than three (3) business days prior to the
Closing Date, Buyer shall engage an institution reasonably satisfactory to Seller (the transfer
agent from time to time of Buyer Common Stock being deemed satisfactory to Seller) to act as
exchange agent in connection with the Merger (the "Exchange Agent"). At such times which
shall be sufficient to comply with the procedures set forth in Section 2.4(b), Buyer shall deposit
with the Exchange Agent, in trust for the benefit of the holders of shares of Seller Common
Stock immediately prior to the Effective Time, certificates representing the Merger
Consideration issuable pursuant to Section 2. 1 (at. In addition, Buyer shall mare available by
depositing with the Exchange Agent, as necessary from time to time after the Effective Time,
cash in an amount sufficient to make the payments in lieu of fractional shares pursuant to
Section 2.l(d) and any dividends or distributions to which former holders of shares of Seller
Common Stock may be entitled pursuant to Section 2.4(c). All cash and certificates representing
shares of Buyer Common Stock deposited with the Exchange Agent shall hereinafter be referred
to as the "Exchange Fund."

(b) Exchange Procedures. From and after the Effective Time, each
holder of record of a certificate or certificates ("Certificates") which represented shares of Seller
Common Stock outstanding immediately prior to the Effective Time, in order to receive the

\\\NORTHVA v 080008/000002 . 385386 v30



Merger Consideration deliverable in respect of such shares of Seller Common Stock, shall
surrender each Certificate to the Exchange Agent along with (i) a letter of transmittal (which
shall specify that delivery of the Merger Consideration shall be effected, and that risk of loss and
title to the Certificates shall pass, only upon delivery of the Certificates to the Exchange Agent
and which shall be in form and substance reasonably acceptable to Buyer and Seller) and
(ii) other appropriate materials and instructions for use in effecting the surrender of the
Certificates in exchange for the aggregate Merger Consideration that such holder has a right to
receive pursuant to Section 2.l(a), cash in an amount sufficient to make the payments in lieu of
fractional shares pursuant to Section 2. 1 (d) and any dividends or other distributions to which
former holders of shares of Seller Common Stock may be entitled pursuant to Section 2.4(c).
Upon surrender of Certificates for cancellation to the Exchange Agent, together with such letter
of transmittal, duly completed and validly executed in accordance with the instructions thereto,
and such other documents as may reasonably be required by the Exchange Agent (the"Surrender
Date"), the holder of such Certificates shall be entitled to receive in exchange therefor, as soon as
reasonably practicable after the Surrender Date, (i) the number of whole shares of Buyer
Common Stock (tier taking into account all Certificates surrendered by such holder) to which
such holder is entitled pursuant to Section 2.1 (which shall be in uncertiticated book entry form
unless a physical certificate is issued by Buyer), (ii) payment of cash in lieu of fractional shares
which such holder is entitled to receive pursuant to Section 2.l(d) and (iii) any dividends or
distributions payable pursuant to Section 2.4(c), and die Certificates so surrendered shall
forthwith be cancelled. In the event of a transfer of ownership of shares of Seller Common Stock
which is not registered in the transfer records of Seller, a certificate representing the proper
number of shares of Buyer Common Stock may be issued to a Person other than the Person in
whose name the Certificate so surrendered is registered, if such Certificate shall be properly
endorsed or odierwise be in proper form for transfer and the Person requesting such issuance
shall pay any transfer or other Taxes required by reason of the issuance of shares of Buyer
Common Stock to a Person other than the registered holder of such Certificate or establish to the
reasonable satisfaction of Buyer that such Tax has been paid or is not applicable. Until
surrendered as contemplated by this Section 2.4(b), each Certificate shall be deemed at any time
after the Effective Time to represent only the right to receive the Merger Consideration (and any
amounts to be paid pursuant to Section 2.1(d) or Section 2.4(c)1upon such surrender. No
interest shall be paid or shall accrue on any amount payable pursuant to this Article II. Buyer
and Seller agree to use commercially reasonable efforts to work with the Exchange Agent prior
to the Closing Date to create a process acceptable to each of Buyer, Seller and the Exchange
Agent to allow each holder of Seller Common Stock who complies with the terms and conditions
of this Section 2.4(b) (including the delivery of Certificates with a duly executed letter of
transmittal to the Exchange Agent) to receive the Merger Consideration owing to such holder as
promptly as is reasonably practicable alter the Effective Time.

(c) Distributions with Respect to Unexchanged Shares. No dividends
or other distributions with respect to shares of Buyer Common Stock with a record date after the
Effective Time shall be delivered to the holder of any u surrendered Certificate with respect to
the shares of Buyer Common Stock represented thereby, and no cash payment in lieu of
fractional shares shall be paid to any such holder pursuant to Section 2.l(dl, until such
Certificate has been surrendered in accordance with this Article II. Subject to Applicable Laws,
following surrender of any such Certificate, there shall be delivered to the reoordholder thereof,
without interest, (i) promptly after such surrender, the Merger Consideration that such holder is
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entitled to receive pursuant to Section 2.l(a), together with any cash payable in lieu of a
fractional share of Buyer Common Stock to which such holder is entitled pur suant to
Section 2QlTdTand the Mount6fdivi ds or other di E m  8 w T a record date after the
Effective Time theretofore paid with respect to such whole shares of Buyer Common Stock, and
(ii) at the appropriate payment date, the amount of dividends or other distributions with a record
date after the Effective Time and a payment date subsequent to such surrender payable with
respect to such whole shares of Buyer Common Stock.

(d) No Further Ownership Rights  in Se lle r Common Stock. All sha re s
of Buyer Common Stock issued upon the surrender for exchange of Certificates in accordance
with the  te rms of this Article  II and any cash paid pursuant to Section 2.1(d) or Section 2.4(c)
shall be  deemed to have been issued (or paid) in full sa tisfaction of a ll rights perta ining to the
shares of Seller Common Stock previously represented by such Certifica tes. As of the  Effective
Time, the  stock transfer books of Seller shall be  closed and there  shall be  no further registra tion
of transfers on the stock transfer books of the  Surviving Corporation of the  shares of Seller
Common Stock which were  outs tanding immedia te ly prior to the  Effective  Time, If, a fte r the
Effective  Time, Certifica tes are  presented to the  Surviving Corporation or the  Exchange Agent
for any reason, they shall be cancelled and exchanged as provided in this Artic le  II.

(e ) Termination of Exchange Fund. Any portion of the  Exchange
Fund which remains undistributed to the  holders of Certifica tes one  (1) year after the  Effective
Time shall be delivered to Buyer, upon demand, and any holders of Certificates who have not
there tofore  complied with this Artic le  IIsha ll the rea fte r look only to Buyer for de live ry of the ir
cla im for Merger Considera tion pursuant to Section 2. l (al, any cash in lieu of fractional shares
of Buyer Common Stock pursuant to Section 2.1(d) and any dividends or distributions pursuant
to Section 2.4(cl.

(f ) No Liabilitv. None of Buyer, Merger Sub, Seller or the Exchange
Agent or any of their respective directors, officers, employees and agents shall be liable to any
Person in respect of any portion of the Exchange Fund (or dividends or distdbutions with respect
thereto) delivered to a Governmental Entity pursuant to any applicable abandoned property,
escheat or similar law. If any Certificate shall not havebeen surrendered prior to seven (7) years
after the Effective Time, or immediately prior to such earlier date on which any portion of the
Exchange Fund or any dividends or distributions with respect to Buyer Common Stock issuable
in respect of such Certificate would otherwise escheat to or become the property of any
Governmental Entity, any such shares, cash, dividends or distributions in respect of such
Certificate shall, to the extent permitted by Applicable Laws, become the property of the
Surviving Corporation, free and clear of all claims or interests of any Person previously entitled
thereto.

(g) Investment of Exchange Fund. The Exchange Agent shall invest
any cash included in the  Exchange Fund as directed by Buyer from time to time,provide d, that
no such investment or loss thereon shall affect the amounts payable to the Stockholders after the
Effective  Time pursuant to this Artic le  II. Any inte res t and other income resulting from such
investment shall become a part of the Exchange Fund, and any amounts in excess of the amounts
payable pursuant to this Artic le  II sha ll promptly be  pa id to Buyer.



Withholding Rights . Buyer and the Exchange Agent shall be
entitled to deduct and withhold from any consideration payable  pursuant to this Agreement to
any Person who was a  holder 0fSelle r Common Stock immedia te ly prior to the  Effective  Time
such amounts as Buyer or the Exchange Agent may be required to deduct and withhold with
respect to the making of such payment under the Code or any other provision of federal, state
local or fore ign Tax law. To the  extent tha t amounts are  so withheld by Buyer or the  Exchange
Agent, such withheld amounts shall be treated for all purposes of this Agreement as having been
paid to the  Person to whom such consideration would otherwise  have been paid. Without
limiting the  genera lity of the  foregoing, Buyer and the  Exchange Agent shall have  the  right to
require any Person to pay to Buyer or the Exchange Agent, as the case may be, an amount of
cash equal to the  withholding Tax (including, but subject to the  provisions ofSection 5.15
withholding Tax under Section l445(a) of the  Code) imposed with respect to the  Seller Common
Stock acquired from such Person prior to, and as a  condition to, the transfer to such Person of the
Merger Conside ra tion

(h)

(i) Lost, Stolen or Destroved Certificates. In the event any
Certificates shall have been lost, stolen or destroyed, the Exchange Agent shall issue in exchange
for such lost, stolen or destroyed Certificates, upon the malting of an affidavit of that fact by the
holder thereof; such Merger Consideration as may be required pursuant to Section 2.l(a), cash
for fractional shares pursuant to Section 2. l (d) and any dividends or distributions payable
pursuant to Section 2.4(c), provided, that Buyer may, in its discretion and as a condition
precedent to the issuance thereof, require the owner of such lost, stolen or destroyed Certificates
to deliver either (i) an agreement of indemnification in a form satisfactory to Buyer and the
Exchange Agent or (ii) a bond in such sum as Buyer or the Exchange Agent may reasonably
direct, as indemnity against any claim that may be made against Buyer or the Exchange Agent in
respect of the Certificates alleged to have been lost, stolen or destroyed

SECTION 2.5. Certain Tax Matters. For federal income tax purposes, the
Merger is intended to constitute a reorganization within the meaning of Section 368 of the Code
The parties to this Agreement hereby adopt this Agreement as a "plan of reorganization" within
the meaning of Sections 1.368-2(g) and 1.368-3(a) of the United States Treasury Regulations
with respect to the Merger. Neither Buyer nor Seller has taken or shall take any action, or has
failed to take or shall fail to take any action, either before or after the Closing, which could
reasonably be expected to cause the Merger to fail to qualify as a reorganization. Except as
required by Applicable Laws, each party hereto shall report the Merger for federal income tax
purposes consistent with such intended tax treatment, and, as of the date hereof; the parties
believe that such reporting shall be consistent with such intended tax treatment

ARTICLE III

REP RES ENTATIONS  AND WARRANTIES

SECTION 3.1. Representations and Warranties of Seller. Except as  disclosed in
the disclosure schedule dated as of the date hereof and delivered by Seller to Buyer concurrently
with or prior to the  execution and de livery by Selle r of this  Agreement, which sha ll make
reference to the  particular section or subsection of this  Agreement to which exception is  being
taken (it being agreed that any information disclosed in one section of such disclosure schedule
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shall be deemed to apply to each other section thereof to which its relevance is reasonably
apparent) (the "Seller Disclosure Schedule"), Seller represents and warrants to Buyer and Merger
Sub as follows:

(a) Organization. Standing and Corporate Power, Charter Documents;
Subsidiaries.

(i) Organization, Standing and Corporate Power. Ea ch of
Seller and its  Subsidiaries  is  a  corpora tion or other legal entity duly organized, va lidly
existing and in good standing (with respect to jurisdictions which recognize  such
concept) under the  laws of the  jurisdiction in which it is  incorpora ted or otherwise
organized and each has the requisite  corporate  (or similar) power and authority and all
necessary government approvals to own, lease and operate its properties and to carry on
its  business as currently conducted, except for those  jurisdictions in which the  fa ilure  to
have such power, authority or government approvals and to be so organized, existing or
in good standing would not, individually or in the  aggregate , have  a  Materia l Adverse
Effect on Seller and its  Subsidiaries, taken as a  whole (a "Se lle r Mate ria l Adverse
Effect"). Each of Selle r and its  Subsidiaries  is  duly qualified or licensed to do business
and is  in good s tanding (with respect to jurisdictions which recognize such concept) in
each jurisdiction in which the  nature  or conduct of its  business or the  ownership, leasing
or opera tion of its  properties makes such qualifica tion, licensing or good standing
necessary, except for those  jurisdictions in which the  fa ilure  to be  so qualified or licensed
or to be  in good standing would not, individually or in the  aggregate , have a  Seller
Mate ria l Adverse  Effect.

(ii) Charter Documents. Seller has delivered or made available
to Buyer complete and correct copies of (A) the Third Amended and Restated Certificate
of Incorporation of Seller, as amended and currently in effect (the "Seller Charter"), and
the Third Amended and Restated Bylaws of Seller, as amended and currently in effect
(the "Seller Bvlaws," and, together with the Seller Charter, the "Seller Organizational
Documents") and (B) the articles or certificate of incorporation and bylaws or like
organizational documents of each of the Subsidiaries of Seller, as amended and currently
in effect (collectively, the "Seller Subsidiary Organizational Documents"), and each such
instrument is in full force and effect. Seller is not in violation of the Seller
Organizational Documents and no Subsidiary of Seller is in violation of its Seller
Subsidiary Organizational Documents. Seller has made available to Buyer complete and
accurate minute books of Seller and its Subsidiaries.

(iii) Subsidiaries. Section 3.1(a )(iii) of the  Se lle r Disclosure
Schedule lists each of the Subsidiaries of Seller including the name of each such entity,
the  s ta te  or jurisdiction of its  incorpora tion or organiza tion and Se lle r's  direct or indirect
interest there in. All die  outstanding shares  of capita l s tock of, or other equity interests  in,
each Subsidiary of Seller have been validly issued and are fully paid and no assessable,
are  owned directly or indirectly by Seller and, except as  disclosed in Section 3. 1(a)(iii) o f
the Seller Disclosure Schedule, are  free and clear of a ll Liens and free of any other
restriction (including preemptive  rights  and any restriction on the  right to vote , se ll or
otherwise dispose of such capita l stock or other ownership interests).

-10-
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(b) Capital Structure.

(i) The authorized capital stock of Seller consists of
37,500,000 shares of Seller Common Stock. As of the date hereof; (A) 30,750,000 shares
of Seller Common Stock are issued and outstanding (including 750,000 shares of
Restricted Stock); (B) no shares of Seller Common Stock are held by Seller in its
treasury, (C) 2,750,000 shares of Seller Common Stock are reserved for issuance in
respect of outstanding Seller Options pursuant to the Seller 2006 Omnibus Equity Plan,
as amended dirough the date hereof (the "Seller 2006 Plan"), and (D)2,696,300 shares of
Seller Common Stock are issuable upon the exercise of the outstanding Seller Options, all
of which Seller Options have been granted with an exercise price per share not less than
the fair market value of a share of Seller Common Stock on the date of grant. Each
outstanding share of capital stock of Seller is duly authorized, validly issued, fully paid,
no assessable and free of preemptive or similar rights. The Seller 2006 Plan has been
approved by all requisite corporate action. Seller has delivered or made available to
Buyer true and complete copies of the Seller 2006 Plan and each form of award
agreement thereunder.

(ii) All shares of Seller Common Stock subj act to issuance
under the Seller 2006 Plan, upon issuance on the terms and conditions specified in the
instruments pursuant to which they are issuable, shall be duly authorized, validly issued,
fully paid and no assessable and free of preemptive or similar rights.

(ii i) No bonds, debentures, notes or other evidences of
indebtedness having, or exercisable, convertible or exchangeable for or into other
securities having, the right to vote on any matters on which stockholders of Seller may
vote ("Voting Debt") are issued or outstanding.

(iv) Except as disclosed in Section 3.1(b)(iv) of the Seller
Disclosure Schedule or as may be disclosed in the Seller SEC Documents, there are no
securities, options, warrants, calls, rights, commitments, agreements, arrangements or
undertakings of any kind to which Seller or any of its Subsidiaries is a party or by which
any of them is bound obligating Seller or any of its Subsidiaries to issue, deliver or sell,
or cause to be issued, delivered or sold, additional shares of capital stock, Voting Debt or
other voting securities of Seller or any of its Subsidiaries, or obligating Seller or any of
its Subsidiaries to issue, got, extend or enter into any such security, option, warrant,
call, right, commitment, agreement, arrangement or undertaking. All outstanding shares
of Seller Common Stock, all outstanding Seller Options and all outstanding shares of
capital stock of each Subsidiary of Seller have been issued and granted in compliance in
all material respects with (A) all applicable securities laws and all other Applicable Laws
and (B) all requirements set forth in applicable material Contracts.

(v) Except as disclosed in Section 3. l(b)(v) of the  Selle r
Disclosure Schedule or as may be disclosed in the Seller SEC Documents, neither Seller
nor any of its  Subsidiaries  is  a  party to any currently e ffective  Contract (A) restricting the
purchase  or transfer of; (B) re la ting to the  voting of, (C) requiring the  repurchase ,
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(D) requiring registration of or (E) granting any preemptive or antidilutive rights with
respect to any capital stock of Seller or any ofits Subsidiaries or any securi t ies of the
type referred to iHISEEtion 3. IwWiv).

(vi) Except as disclosed in S e ction 3.1(bl(vilof the  Se lle r
Disclosure  Schedule , ne ither Se lle r nor any of its  Subsidia ries  directly or indirectly
beneficia lly owns any securities  or other beneficia l ownership interests  in any other
Person, odder than in direct or indirect wholly-owned Subsidiaries  of Seller. Except as
disclosed in Section 3.1(b1(vi) of the Seller Disclosure Schedule, there are no outstanding
contractual obligations of Seller or any of its  Subsidiaries to make any loan to, or any
equity or other investment (in the  form of a  capita l contribution or otherwise) in, any
Subsidiary of Seller or any other Person.

(vii) Neither Seller nor any of its  Subsidiaries owns any shares
of capita l s tock of Buyer or any of Buyer's  Subsidiaries .

(c) Authoritv; Board Approval; Voting Requirements: No Conflict:
Required Filings and Consents.

(i) Audioritv. Seller has all requisite corporate power and
authority to enter into this Agreement and the Seller Ancillary Agreements, to perform its
obligations hereunder and thereunder and to consummate the transactions contemplated
hereby and thereby. The execution and delivery of this Agreement and the Seller
Ancillary Agreements by Seller, and the consummation by Seller of the transactions
contemplated hereby and thereby, have been duly and validly audiorized by all necessary
corporate action on the part of Seller, and no other corporate proceedings on the part of
Seller and no stockholder votes or actions by written consent are necessary to authorize
this Agreement or the Seller Ancillary Agreements or to consummate the transactions
contemplated hereby or thereby, other than, with respect to approval of this Agreement
and the transactions contemplated hereby, including the Merger, the Seller Stockholder
Approval to be delivered pursuant to the Written Consents. This Agreement has been
duly executed and delivered by Seller. At Closing, the Seller Ancillary Agreements shall
be duly executed and delivered by Seller. Assuming the due authorization, execution and
delivery of this Agreement by Buyer and Merger Sub, this Agreement constitutes the
legal, valid arid binding obligation of Seller, enforceable against Seller in accordance
with its terms, subject to applicable bankruptcy, insolvency, reorganization, moratorium
or other laws relating to or affecting the rights and remedies of creditors generally and to
general principles of equity (regardless of whether considered in a proceeding in equity
or at law) (collectively, "Creditors' Laws"). Assuming the due authorization, execution
and delivery at Closing of the Seller Ancillary Agreecments by the counterparties thereto,
the Seller Ancillary Agreements shall constitute the legal, valid and binding obligations
of Seller, enforceable against Seller in accordance with their terms, subj et to Creditors '
Laws.

(i i) Board Approval. The Board of Directors of Seller has
(A) determined that this Agreement and the Merger are advisable and fair to and in the
best interests of Seller and the Stocldiolders, (B) duly approved this Agreement, the
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Seller Ancillary Agreements, the Merger and the other transactions contemplated hereby,
which approval has not been rescinded or modified, (C) resolved to recommend this
Agreement and the transactions contemplated hereby, including the Mergértbilié
Stockholders for approval, and (D) directed that this Agreement and the transactions
contemplated hereby, including, the Merger, be submitted to the Stockholders for
approval and adoption by written consent in accordance with Section 228 of the DGCL.

(iii) Voting Requirements. The affirmative vote (or written
consent) of holders of a majority of the outstanding shares of Seller Common Stock,
which is to be delivered pursuant to the Written Consents, is the only vote or action by
written consent of the holders of any class or series of Seller capital stock necessary to
approve and adopt this Agreement, approve the Merger and consummate the Merger and
the other transactions contemplated hereby. The Consenting Stockholders are the holders
of a majority of the outstanding shares of Seller Common Stock as of the date hereof and
as of the effective date of the Written Consents.

(iv) No Conflict. Except as disclosed in Section 3. l(c)(iv) of
the Seller Disclosure Schedule, the execution and delivery of this Agreement and the
Seller Ancillary Agreements by Seller do not, and the consummation by Seller of the
transactions contemplated hereby and thereby and compliance by Seller with the
provisions hereof and thereof shall not, violate any Applicable Laws, result in any
violation or breach of or default (with or without notice or lapse of time, or both) under,
require any consent, waiver, notice or approval under, give rise to any right of
termination or cancellation or acceleration of any right or obligation or loss of a benefit
under, or result in the creation of any Lien upon any of the properties or assets of Seller
or any of its Subsidiaries or any restriction on the conduct of Seller's business or
operations under, (A) the Seller Organizational Documents or the Seller Subsidiary
Organizational Documents, (B) any Contract to which Seller or any of its Subsidiaries is
a party or a Seller License or Permit or (C) subject to the governmental filings and other
matters referred to in Section 3.l(c)(v), any Applicable Laws with respect to Seller or any
of its Subsidiaries or their respective properties or assets, other than, in the case of
clauses (B) and (C), any such conflicts, violations, defaults, rights, losses, restrictions or
Liens, or failure to give notices or obtain consents, waivers or approvals, which would
not, individually or in the aggregate, have a Seller Material Adverse Effect.

(v) Required Filings or Consents. No consent, waiver, order,
authorization or approval of any Governmental Entity, and no declaration or notice to or
filing or registration with any Governmental Entity or any other Person is required to be
made, obtained, performed or given with respect to Seller or any of its Subsidiaries in
connection with the execution and delivery of this Agreement or the Seller Ancillary
Agreements by Seller or the consummation by Seller of the transactions contemplated
hereby or thereby, except for:

(A) the  filing of a  pre-merger notifica tion and report
form by Seller under the  HSR Act and, to the  extent applicable , a ll required
notifica tions  and filings  under the  antitrust, competition or s imila r laws of any
fore ign jurisdiction;
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(B) the  filing of the  Certifica te  of Merger with the
Secretary of State  of the State  of Delaware and the relevant authorities of other
sta tes in which Seller is  qualified to do business,

(C) the  Seller Stocldaolder Approval;

(D) the  reports , filings, registra tions, consents,
approvals , permits , authoriza tions and/or notices with or of the  FCC disclosed in
Section 3. I (c)(vl(D) of the  Seller Disclosure  Schedule;

(E) the reports, filings, registrations, consents,
approvals, permits, authorizations and/or notices with or of those state public
service or public utility commissions or similar state regulatory bodies disclosed
in Section 3. l(c)(v)(E) of the Seller Disclosure Schedule,

(F) the consents, approvals, orders or authorizations
disclosed in Section 3.1(c)(v1(F) of the  Seller Disclosure  Schedule; and

(G) any consent, approval, order or authorization of, or
declaration, registration or filing with, or notice to any Governmental Entity or
other Person (other than any of the foregoing addressed in paragraphs (A) through
(F) above), the failure of which to be made or obtained, would not, individually or
in the aggregate, have a Seller Material Adverse Effect.

(d) SEC Documents. Financial Statements. Neither Seller nor any of
its Subsidiaries is subject to periodic reporting requirements of the Exchange Act. Prior to the
date hereof; Seller has filed with the SEC a Registration Statement on Form S-4 (Registration
No. 333-141586) and a Registration Statement on Form S-1 (Registration Statement No. 333-
141490) including, in each case, all exhibits and the most recently filed amendments thereto
(each such Registration Statement, as most recently amended prior to the date hereof, the "Seller
SEC Documents"). As of the date hereof, the Seller SEC Documents (including the financial
statements of Seller included in the Seller SEC Documents) complied in all material respects
with the requirements of the Securities Act or the Exchange Act, as the case may be, applicable
to such Seller SEC Documents, and none of the Seller SEC Documents, when tiled, contained
any untrue statement of a material fact or omitted to state a material fact required to be stated
therein or necessary in order to make the statements therein not misleading. As of the date
hereof, neither of the Seller SEC Documents has been declared effective by the SEC.

(i) Seller has delivered to Buyer true and complete copies of
(A) the unaudited consolidated balance sheet of Seller and its Subsidiaries as of June 30,
2007, and (B) the related unaudited statements of income and cash flows for the quarterly
period ended as of such date (the "Seller Unaudited Financial Statements"). Seller has
delivered to Buyer true and complete copies of (A) the audited consolidated balance
sheets of Seller and its Subsidiaries as of December 3 I, 2006 and December 31 , 2005,
and (B) the related audited statements of cash Hows and the related audited statements of
income for the applicable periods ending on such dates (the "Seller Audited Financial
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Statements," and together with the  Seller Unaudited Financial Sta tements, the "S e lle r
Financia l Sta tements").

(ii) The (A) Seller Financial Statements, (B) the financial
statements of Seller included in the Seller SEC Documents and (C) the financial
statements of Seller required to be provided to Buyer pursuant to Section 4.3 (the
" Subsequent Seller Financial Staternents") have been or (in the case of the Subsequent
Seller Financial Statements) shall be prepared from die books and records of Seller and
its Subsidiaries, and fairly present or (in the case of the Subsequent Seller Financial
Statements) shall fairly present, in all material respects, the consolidated financial
position of Seller and its consolidated Subsidiaries as of the dates thereof and the
consolidated results of their operations and cash Hows for the periods then ended or
ending in accordance with GAAP (subject, in the case of the Seller Unaudited Financial
Statements and Subsequent Seller Financial Statements for interim fiscal periods, to
normal year-end audit adjustments which are not material and lack of footnote
disclosure). The financial books and records of Seller and its Subsidiaries, taken as a
whole, are true arid correct in all material respects.

(ii i) Except as reflected or reserved against in the balance sheet
of Seller, dated June 30, 2007 (including the notes thereto, the "Seller Balance Sheet"),
and except as disclosed in Section 3.l(d)(iii) of the Seller Disclosure Schedule, neither
Seller nor any of its Subsidiaries has any liabilities or obligations of any nature (whether
absolute, accrued, known or unknown, contingent or otherwise) nor, to the Knowledge of
Seller, does any basis exist therefor, other than liabilities or obligations that (A) were
incurred since June30, 2007 in the Ordinary Course of Business and, individually or in
the aggregate, have not had a Seller Material Adverse Effect, (B) individually or in the
aggregate, otherwise have not had a Seller Material Adverse Effect or (C) were incurred
pursuant to this Agreement or the transactions contemplated hereby.

(iv) Seller has established and maintains a system of "internal
control over financial reporting" (as such term is defined in paragraph (f) of Rule 13a-15
under the Exchange Act) sufficient to provide reasonable assurance (A) that transactions
are recorded as necessary to permit preparation of Financial statements in conformity with
GAAP, (B) that transactions are executed only in accordance with the authorization of
management and (C) regarding prevention or timely detection of the unauthorized
acquisition, use or disposition of Seller's assets. To the Knowledge of Seller, there are no
"material weaknesses" (as defined by the Public Company Accounting Oversight Board)
or series of multiple "significant deficiencies" (as defined by the Public Company
Accounting Oversight Board) that are reasonably likely to collectively represent a
"material weakness" in the design or operation of Seller's internal control over financial
reporting.

(v) Section 3. l(d)(v) of the Seller Disclosure Schedule sets
forth a  true and complete  list of a ll Indebtedness of Seller and any of its  Subsidiaries as of
the date  hereof
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(e) Information Supplied. None of the information supplied or to be
supplied by or on behalf of Seller for inclusion in (i) the registration statement on Form S-4 to be
filed with the SEC by Buyer in connection with the issuance of Buyer Common Stock in the
Merger (including any amendments or supplements thereto, the "Form S-4") shall, at the time the
Form S-4 is declared effective under the Securities Act, contain any untrue statement of a
material fact or omit to state any material fact required to be stated therein or necessary in order
to make the statements therein not misleading or (ii) the proxy statement relating to the Buyer
Stockholders Meeting (such proxy statement, together with the prospectus relating to the
registration and issuance of shares of Buyer Common Stock to the Stocldiolders, as amended or
supplemented from time to time, collectively, the "Proxy Statement/Prospectus"), shall, at the
date it is first mailed to the Stocldiolders or Buyer Stockholders, contain any untrue statement of
a material fact or omit to state any material fact required to be stated therein or necessary in order
to make the statements therein, in the light of the circumstances under which they are made, not
misleading. Notwithstanding the foregoing provisions of this Section 3.l(el, no representation or
warranty is made by Seller with respect to information or statements made in the Form S-4 or the
Proxy Statement/Prospectus which were not supplied by or on behalf of Seller for use therein.

09 Absence of Certain Changes or Events.

(i) Since June 30, 2007 through the date hereof, and except as
and to the extent disclosed in Section 3.1(Q of the Seller Disclosure Schedule or the
Seller SEC Documents and except for liabilities incurred pursuant to this Agreement or
the transactions contemplated hereby:

(A) Seller and its Subsidiaries have conducted their
business only in the  Ordinaly Course  of Business,

(B) there has not been any split, combination or
reclassifica tion of a .ny of the  capita l s tock of Seller or any of its  Subsidiaries or
any declara tion, se tting aside  or payment of any dividend on, or other distribution
(whether in cash, s tock or property) in respect of, in lieu of or in substitution for,
shares of capita l s tock of Seller or any of its  Subsidiaries;

(C) except as disclosed in the Seller Financial
Statements, there has not been any change in financial accounting methods,
principles  or practices  by Se lle r or any of its  Subsidiaries;

(D) there has not been any action taken by Seller or any
of its Subsidiaries that, if taken during the period from the date hereof through the
Effective Time, would constitute a breach of Section 4.1(a), other than actions in
connection with entering into this Agreement;

(E) neither Seller nor any of its  Subsidiaries has sold or
transferred any of its material assets, including any sale , license or lease of any
materia l indefeasible  rights  of use  of capacity or infrastructure  ("IR is "), or
cancelled any materia l debts or cla ims or waived any materia l rights , and
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(F) neither Seller nor any of its  Subsidiaries has
discontinued the  offering of any materia l services or products.

(ii) Since June 30, 2007 through the date hereof, there have not
been any changes, circumstances or events that, individually or in the aggregate, have
had, or would reasonably be expected to have, a Seller Material Adverse Effect.

(g) Compliance with Applicable Laws; Permits: Litigation. Except as
may be disclosed in Section 3.1(g)of the Seller Disclosure Schedules or the Seller SEC
Documents:

(i) Seller and its Subsidiaries hold all authorizations, permits,
licenses, certificates, easements, concessions, franchises, variances, exemptions, orders,
consents, registrations, approvals and clearances of all Governmental Entities and third
Persons which are required for Seller and its Subsidiaries to own, lease and operate its
properties and other assets and to carry on their respective businesses (collectively, the
"Seller Licenses or Permits"), and all Seller Licenses or Permits are valid and in full force
and effect, except where the failure to have, or the suspension or cancellation of, or the
failure to be valid or in full force and effect o11 any such Seller Licenses or Permits,
would not, individually or in the aggregate, have a Seller Material Adverse Effect.

(ii) Seller and its Subsidiaries are, and have been at all times
since January 1, 2006, in compliance with the terms of the Seller Licensesor Permits and
in compliance with all Applicable Laws relating to Seller and its Subsidiaries or their
respective businesses, assets or properties, except where the failure to be in compliance
with the terms of the Seller Licenses or Permits or such Applicable Laws would not,
individually or in the aggregate, have a Seller Material Adverse Effect. Since January l,
2006, neither Seller nor any of its Subsidiaries has received any written notification from
any Governmental Entity (A) asserting that Seller or any of its Subsidiaries is not in
compliance with, or at any time since such date has failed to comply in any material
respect with Applicable Laws or (B) threatening to revoke any of the material Seller
Licenses or Permits, nor, in each case, to the Knowledge of Seller, does any basis exist
therefor. As of the date hereof, no investigation or review by any Governmental Entity is
pending or, to the Knowledge of Seller, is threatened against Seller or any of its
Subsidiaries.

(iii) No materia l action, audit, demand, cla im, suit, proceeding
or investiga tion by any Governmenta l Entity, and no materia l suit, action, media tion,
arbitra tion or proceeding by any Person, against or affecting Seller or any of its
Subsidiaries  or any of the ir respective  properties , including Inte llectual Property of Seller
and its Subsidiaries, is  pending or, to the Knowledge of Seller, dtreatened, and no
materia l unresolved cla im or dispute  exists  between Seller or any of its  Subsidiaries and
any Person.

(iv) Neither Seller nor any of its Subsidiaries is subject to any
material outstanding order, injunction or decree.
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(v) There are  no materia l unresolved complaints, cla ims or
disputes, or litiga tion or, to the  Knowledge of Seller, threa tened litiga tion, be tween Seller
or anyofitsS1:|lbsidiariesfon lreonedranrh andatny inter=excha1rgecarrier, local exchange
carrie r, wire less  carrie r, Voice  Over Interne t Protocol provider or other provider, on the
other hand, challenging any access charges or other inter-carrier compensation billed,
a llegedly owed, or pa id, by or to Selle r or any of its  Subsidiaries  for the  origina tion or
termination of any intersta te , intrasta te , or loca l te lecornrnunica tions traffic, including any
traffic rece ived from or de livered to any third-party carrie r or provider or its  end users .

(vi) No material Seller Licenses or Permits shall be terminated
or impaired or become terminable, in whole or in part, as a result of the transactions
contemplated by this Agreement,provided, that the notices and approvals disclosed in
Section 3.l(cl(v) of the Seller Disclosure Schedule have been given or received, as
appropriate.

(vii) The revenues, expenses, assets and liabilities on the books
of Seller and any of its Subsidiaries (including any related adjustments or reserves)
accurately reflect, in accordance with GAAP, the reasonable likelihood and extent, under
applicable tariffs, agreements and Communications Laws, that any intercanier
compensation billed or anticipated by Seller or its Subsidiaries shall be collected, and the
reasonable likelihood that, and the extent to which, Seller or its Subsidiaries shall be
required to pay any intercarrier compensation (whether or not already billed or claimed),
including whether Seller or its Subsidiaries shall be required to refund any material
intercarrier compensation amounts previously billed and collected or anticipated to be
billed and collected by Seller or its Subsidiaries as a result of their operations.

Nothing in Ms Section 31(2) addresses matters related to Taxes, which matters are addressed
exclusively in Section 3 .1 (D.

(h) Labor and Other Employment Matters. Except as may be
disclosed in the Seller SEC Documents:

(i) neither Seller nor any of its Subsidiaries is a party to, or
bound by, any collective bargaining agreement,

(ii) Seller and its  Subsidiaries are  in compliance 'm all materia l
respects with a ll Applicable  Laws respecting employment and employment practices and
terms and conditions of employment,

(iii) neither Seller nor any of its  Subsidiaries has received notice
of any materia l charge or complaint against Seller or any of its  Subsidiaries pending
before  the  Equal Employment Opportunity Commission or any other Governmenta l
Entity regarding an unlawful employment practice  or received notice  of any charge or
complaint against Seller or any of its  Subsidiaries pending before  the  National Labor
Rela tions Board,
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(iv) no labor strike, lockout, slowdown or stoppage is pending
or, to the Knowledge of Seller, threatened or being canted out against Seller or its
Subsidiaries and

(v) neither Seller nor any of its  Subsidiaries has received
written notice  that any representa tion or certifica tion petition respecting the  employees of
Seller or its  Subsidiaries has been filed with the  National Labor Rela tions Board or
analogous Goveminenta l Entity.

(i) Benefit Plans. With respect to subsections  (ii) through (vii) of dies
S e ction 3.l(i) only, except as may be disclosed in the Seller SEC Documents:

(i) Section 3.1(il of the Seller Disclosure Schedule sets forth a
true and complete list of each material bonus, pension, profit sharing, deferred
compensation, supplemental retirement, incentive compensation, stock ownership, stock
purchase, stock option or other equity compensation, phantom stock, stock-related or
performance award, retirement, vacation, severance or termination pay, change in
control, retention, disability, death benefit, hospitalization, medical, life insurance, loan,
disability, and other similar material plan, agreement, policy or arrangement, including
each "employee benefit plan" within the meaning of Section 3(3) of ERISA and any
employment agreement, consulting ageernent, termination or severance agreement and
each other employee benefit plan, fund, program, agreement or arrangement, in each
case, that is sponsored, maintained or contributed to or required to be contributed to by
Seller or any of its ERISA Affiliates, or to which Seller or any of its ERISA Affiliates is
party, whether written or oral, for the benefit of any current or fanner employee, officer
or director of Seller or any of its Subsidiaries (the foregoing, without regard to
materiality, the "Seller Benefit Plans"). with respect to the Seller Benefit Plans, no event
has occurred, and there exists no condition or set of circumstances, which, individually or
in the aggregate, has had or would reasonably be expected to have a Seller Material
Adverse Effect. Neither Seller nor any of its Subsidiaries nor, to the Knowledge of
Seller, any other Person, has any express cormnitment, whether legally enforceable or
not, to modify, change or terminate any Seller Benefit Plan, other than with respect to a
modification, change or termination required by or to ensure compliance with ERISA or
the Code, or any other Applicable Laws or administrative changes that do not increase
the liabilities or obligations of Seller or any of its Subsidiaries under any such plans.
None of the Seller Benefit Plans is subject to Title IV or Section 302 of ERISA or
Section 412 of the Code nor has Seller or any of its ERISA Affiliates incurred nor does
Seller or any of its ERISA Affiliates reasonably expect to incur any liability pursuant to
Title W of ERISA, whether contingent or othewvise.

(ii) Seller has made available  to Buyer, to the extent applicable,
correct and comple te  copies  of the  following: (A) the  Se lle r Benefit P lans (or to the
extent no such copy exists, an accurate  written description thereof), (B) the annual report
(Form 5500) filed with the  IRS for the  last two plan years; (C) the  most recently rece ived
IRS de termina tion le tte r or opinion le tte r, if any, re la ting to a  Se lle r Benefit P lan, (D) the
most recently prepared actuaria l report or financia l sta tement, if any, re la ting to a  Seller
Benefit Plan; (E) the  most recent summary plan description, if any, for such Seller
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Benefit Plan and a ll modifica tions there to, and (F) a ll materia l correspondence with the
Department of Labor or the  IRS with respect to any Seller Benefit Plan.

(iii) Each Seller Benefit Plan is and has been, in a ll materia l
respects, administered and operated in accordance with its terms and Applicable  Laws,
including but not limited to ERISA and the  Code . Each Selle r Benefit P lan intended to
be "qualified" within the meaning of Section 401 (a) of the Code is so quadiiied and the
trusts maintained thereunder are  exempt from taxation under Section 50l(a) of the  Code,
and, to the Knowledge of Seller, no condition exists that would reasonably be expected to
adverse ly affect such qualifica tion. Each Seller Benefit Plan tha t is  a  "nonquali'ried
deferred compensation plan" (within the meaning of Section 409A of the Code) has been
mainta ined and administered in good fa ith compliance  with the  requirements of
Section 409A of the Code and any regulations or other guidance issued thereunder.

(iv) No written or, to the Knowledge of Seller, oral
representation or commitment with respect to any material aspect of any Seller Benefit
Plan has been made on behalf of Seller or any of its Subsidiaries or its or their respective
Affiliates to an employee or former employee of Seller or any of its Subsidiaries by an
authorized Seller employee that is not materially in accordance with die written or
otherwise pre-existing terms and provisions of such Seller Benefit Plan.

(v) There are no unresolved claims or disputes under the terms
of, or in connection with, any Seller Benefit Plan (other than routine claims for benefits
that are, individually and in the aggregate, less than $1 ,000,000), and no action, legal or
otherwise, has been commenced or, to the Knowledge of Seller, threatened with respect
to any claim or othewvise in connection with a Seller Benefit Plan (other than routine
claims for benefits that are, individually and in the aggregate, less than $1,000,000).

(vi) No Seller Benefit Plan provides health benefits  (whether or
not insured) with respect to employees or former employees of Seller or any of its
Subsidiaries after re tirement or other termination of service , other than coverage
mandated by Applicable  Laws or benefits  the  full cost of which is  borne  by the  employee
or former employee .

(vii) Neither the negotiation and execution of this Agreement
nor the consummation of the transactions contemplated hereby shall (either alone or upon
the occurrence of any additional or subsequent events) constitute an event under any
Seller Benefit Plan that shall or may result in any payment (whether of severance pay or
otherwise), acceleration of payment, forgiveness of indebtedness, vesting (or acceleration
or continuation thereof), distribution, increase in benefits or obligation to iiund benefits
with respect to any employee or former employee of Seller or any of its Subsidiaries or
limit the ability to amend or terminate any Seller Benefit Plan or related trust. There is
no Contract with an employee or former employee of Seller to which Seller or any of its
Subsidiaries is a party as of the date of this Agreement that, individually or collectively
and as a result of the transactions contemplated hereby (whether alone or upon the
occurrence of any additional or subsequent events), could give rise to the payment of any
amount that would not be deductible pursuant to Section 280G of the Code.
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(viii) Neither Se lle r nor any Affilia te  of Se lle r is  under any
obliga tion to provide  any Se lle r Officer with a  gross-up or s imila r payment for the
amount of any Taxes that may become due, including as a  result of Section 280G or
Section 4999 of the Code (a "Gross-Up Pavement"). Ne ithe r S e lle r nor a ny Affilia te  of
Seller is  under any obligation to provide a  Gross-Up Payment to any other current or
former employee other than Gross-Up Payments to all such non-Seller Officer employees
that do not exceed $1 ,000,000 in the aggregate.

(j) Taxes. Except as may be disclosed in the Seller SEC Documents
or in Section 3. 1 (it of the Seller Disclosure Schedule:

(i) Each of Seller and its Subsidiaries has (A) duly and timely
filed (or there have been filed on its behalf) all material Tax Returns required to be tiled
by it (taking into account all applicable extensions) with the appropriate Tax Authority
and all such Tax Returns are true, correct and complete in all material respects,
(B) timely paid in full dl material Taxes required to be paid by it, other than such Taxes
disclosed in Section 3.1(i) of the Seller Disclosure Schedule that are being contested in
good faith and for which Seller or the appropriate Subsidiary has set aside adequate
reserves in accordance with GAAP, and (C) made adequate reserve in accordance with
GAAP (or there has been paid or provision has been made on its behalf) for die payment
of all material Taxes not yet due.

(i i) There are no material Liens for Taxes upon any property or
assets of Seller or any of its Subsidiaries, except for Liens for Taxes not yet due and
payable or for which adequate reserves havebeenprovided in accordance with GAAP in
the most recent financial statements contained in the Seller Financial Statements filed
prior to the date of this Agreement.

(ii i) There is no audit, examination, refund litigation, proposed
adjustment or matter in controversy with respect to any Taxes or Tax Return of Seller or
any of its Subsidiaries. Neither Seller nor any of its Subsidiaries has received written
notice of any claim made by a Governmental Entity in a jurisdiction where Seller or any
of its Subsidiaries, as applicable, does not file a Tax Return, that Seller or such
Subsidiary is or may be subject to taxation by that jurisdiction.

(iv) No material deficiency for any amount of Tax has been
asserted by any Tax Authority in writing against Seller or any of its Subsidiaries, except
for deficiencies that have been satisfied by payment, that have been settled or withdrawn
or that are disclosed in Section 3.l(i) of the Seller Disclosure Schedule.

(v) There are no outstanding requests, agreements, consents or
waivers to extend the statutory period of limitations applicable to the assessment of any
Taxes or deficiencies against Seller or any of its Subsidiaries, and no power of attorney
granted by either Seller or any of its Subsidiaries with respect to any Taxes is currently in
force.
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(vi) Neither Seller nor any of its Subsidiaries is a party to any
agreement providing for the allocation, indemnification or sharing of Taxes (other than
aNy agreements solely between or among Seller and its Subsidiaries), and neither Seller
nor any of its Subsidiaries has any liability for the Taxes of any Person (odder than Seller
or any of its Subsidiaries) under Treasury Regulation § 1.1502-6 (or any similar provision
of state, local or foreign law), as a transferee or successor, by contract or otherwise.

(vii) Neither Seller nor any of its Subsidiaries has (A) agreed to
make nor is it required to mice any material adjustment under Section 4'8l(a) of the Code
by reason of a change in accounting method or otherwise, or (B) constituted either a
"distributing corporation" or a "controlled corporation" (within the meaning of
Section 355(a)(1 )(A) of the Code) in a distribution of stock qualifying for tax-iiee
treatment under Section 355 of the Code (1) in the two (2) years prior to the date of this
Agreement or (2) in a distribution which could otherwise constitute part of a "plan" or
"series of related transactions" (within the meaning of Section 355(e) of the Code) in
connection with the Merger.

(viii) No closing agreements, private letter rulings, technical
advice memoranda or similar agreement or ruling have been entered into or issued by any
Tax Authority with respect to Seller or any of its Subsidiaries within five years of the
date of this Agreement, and no such agreement or ruling has been applied for and is
currently pending.

(ix) Seller and each of its  Subsidiaries  have  complied in dl
materia l respects  with a ll Applicable  Laws re la ting to the  payment and withholding of
Taxes (including withholding of Taxes pursuant to Sections 1441, 1442 and 3406 of the
Code or s imilar provisions under any fore ign laws) and have , within the  time and in the
manner required by law, withheld from employee wages and paid over to the  proper
Governmental Entity a ll materia l amounts required to be  so withheld and paid over under
a ll Applicable  Laws .

(x) None of Seller nor any of its Subsidiaries shall be required
to include any item of income in, or exclude any item of deduction from, taxable income
for any taxable period or portion thereof ending after the Closing Date as a result of any
change in the method of accounting for a taxable period or portion thereof ending on or
prior to the Closing Date.

(xi) Section 382(l)(5)(A) of the Code is applicable to the
ownership change (within the meaning of Section 382(g)(l) of the Code (i.e., more than a
50 percentage point change)) of Seller that occurred on January 6, 2006, and Seller has
not elected and, without the advance written consent of Buyer, shall not elect under
Section 382(1)(5)(H) not to have the provisions of Section 382(l)(5)(A) apply with respect
to the January 6, 2006 ownership change.

(xii) There has been no ownership change of Seller (within the
meaning of Section 382(g)(l) of the  Code (i.e ., more than a  50 percentage point change))
during the period since the January 6, 2006 ownership change (which period as of the
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Closing Date  shall be  no shorter than the two (2) year period described in
Section 382(l)(5)(D) of the  Code), other than the  ownership change of Seller that shall
Occur as a result of the Merger.

(xiii) Each of Seller and each of its  Subsidiaries has collected all
material sales, use and value added Taxes required to be collected, and has remitted on a
timely basis such amounts to the appropriate  taxing authorities, or has been furnished
properly comple ted exemption certifica tes .

(xiv) Neither Seller nor any of its Subsidiaries has entered into
any transactions that are or would be part of any "reportable transaction" under
Section 601 l, 6111 or 6112 of the Code (or any similar provision under any state or local
law).

(K) Affilia te  Transactions.

(i) Except as may be disclosed in the Seller SEC Documents
and Section 3.1(k)(i) of the Seller Disclosure Schedule, (A) there are no currently
effective transactions, arrangements or Contracts between Seller and its Subsidiaries, on
the one hand, and its Affiliates (other than its wholly-owned Subsidiaries) or other
Persons, on the other hand, that would be required to be disclosed under Item 404 of
Regulation S-K under the Securities Act, assuming Seller was subject to such regulation,
and (B) Seller is not subject to any binding obligations with respect to any such
transactions, arrangements or Contracts.

(ii) Except as may be disclosed in the Seller SEC Documents,
there are no personal loans, within the meaning of SOX, outstanding pursuant to which
Seller or any of its Subsidiaries has extended credit to any executive officer or director of
Seller or any of its Subsidiaries.

(1) Environmenta l Matte rs .

(i) Except as may be disclosed in the Seller SEC Documents,
(A) the operations of Seller and its Subsidiaries are, and have been in compliance in all
material respects wide all applicable Environmental Laws, including possession and
compliance with the terms of all licenses, permits, registrations, approvals, certifications
and consents required by Environmental Laws, (B) there are no pending or, to the
Knowledge of Seller, threatened suits, actions, investigations or proceedings under or
pursuant to Environmental Laws against Seller or any of its Subsidiaries or involving any
real property currently owned, operated or leased by Seller or any of its Subsidiaries, and
to the Knowledge of Seller, no such suits actions, investigations or proceedings are
pending or threatened involving any real property formerly owned, operated or leased by
Seller or any of its Subsidiaries or other sites at which Hazardous Materials were
disposed of or allegedly disposed of by Seller or any of its Subsidiaries and (C) Seller and
its Subsidiaries are not subject to and have received no written allegations of any
Environmental Liabilities, and there are no facts, circumstances or conditions of which
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Seller is  aware that have resulted in or would reasonably be expected to result in
Environmenta l Liabilitie s  to Se lle r or any of its  Subsidia ries .

(ii) A lis t of a ll Se lle r Licenses or Permits  required under
Environmenta l Laws and held by Seller or any of its  Subsidiaries  is  disclosed in
S e ction 3.l(l)(ii) of the Seller Disclosure Schedule. A11 such Seller Licenses or Permits
are  transferable  and none require  consent, notifica tion, or other action to remain in full
force and effect following consummation of the  transactions contemplated hereby.

(iii) Seller has furnished to Buyer copies of all environmental
assessments,reports, audits and other documents in its possession or under its control that
relate to compliance by Seller or any of its Subsidiaries with Environmental Laws or the
environmental condition of any other real property that Seller or any of its Subsidiaries
currently or formerly have owned, operated, or leased. Any information Seller or any of
its Subsidiaries has furnished to Buyer concerning the environmental condition of any
real property and the operations of Seller or any of its Subsidiaries related to compliance
with Environmental Laws is accurate and complete.

(iv) No authorization, notification, recording, tiling, consent,
waiting period, clean-up, investigation or approval is required under any Environmental
Law in order to consummate the Merger or the other transactions contemplated hereby.

(m) Intellectual Property. Except as may be disclosed in the Seller
SEC Documents with respect to the matters set forth in this Section 3. l(m) (other than matters
set forth in Section 3.l(m)(i)):

(i) Section 3.l(m1(i) of the Seller Disclosure Schedule sets
forth a  true  and comple te  lis t of a ll materia l Inte llectua l Property registra tions and
applica tions for registra tion owned by Seller or any of its  Subsidiaries .

(ii) Seller or a  Subsidiary of Seller is  the  sole  and exclusive
owner of or has a  valid license to use or otherwise possess, free and clear of all Liens
except Permitted Liens, a ll materia l Inte llectual Property used in or necessary for the
conduct of its business as currently conducted.

(iii) A11 materia l Intellectual Property disclosed in
S e ction 3.1(ml(ilof the  Seller Disclosure  Schedule  is , and, to the  Knowledge  of Se lle r,
a ll Inte llectua l Property disclosed in S e ction 3.I(ml(il of the  Seller Disclosure  Schedule
is, valid, enforceable, in full force and effect and has not been abandoned or cancelled,
and no claims are pending or, to the Knowledge of Seller, have been threatened
cha llenging the  va lidity of the  Inte llectua l Property disclosed in Section 3. l (m)(i) of the
Seller Disclosure  Schedule  or Seller's  and its  Subsidiaries ' ownership thereof

(iv) Seller or a  Subsidiary of Seller has a te  right to bring actions
for the  infringement, misappropria tion or other viola tion of a ll mate ria l Inte llectua l
Property owned by Seller or its  Subsidiaries.
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(v) The conduct of the business and operations of Seller and its
Subsidiaries  does not infringe  or otherwise  conflict in any materia l respect with the  rights
of any Person in respect Of any Intellectual Property and no claim has been made, is
pending, or, to the Knowledge of Seller, is threatened that the business and operations of
Seller and its  Subsidiaries violates the Intellectual Property rights of any Person; and no
licensing requests or other demands or notices of any kind have been made to Seller or its
Subsidiaries with respect to Inte llectual Property used by Seller or its  Subsidiaries in their
business and operations.

(vi) None of the material Intellectual Property owned by Seller
or its Subsidiaries is being infringed or odierwise violated by a third Person, no claims,
suits, arbitrations or other adversarial proceedings with respect to material Intellectual
Property have been brought or threatened against any Person by Seller or any of its
Subsidiaries, and none of the Intellectual Property owned by Seller or any of its
Subsidiaries is subject to any outstanding order by or with any court, tribunal, arbitrator
or other Governmental Entity.

(vii) Seller and its Subsidiaries have taken all actions reasonably
necessary to ensure  full ownership (including by assignment from employees and from
other Persons performing services for Seller or any of its  Subsidiaries), protection and
enforceability of a ll materia l Inte llectua l Property owned by Se lle r or its  Subsidia ries
under any Applicable  Laws (including making and mainta ining in full force and effect a ll
necessary filings, registrations and issuances).

(viii) Seller and its Subsidiaries have taken all actions reasonably
necessary to maintain the secrecy of all non-public material Intellectual Property,
including trade secrets, used in the business of Seller and its Subsidiaries (including
requiring the execution of confidentiality agreements by employees or any other Person
to whom such Intellectual Property has been made available).

(ix) The conn ation of the transactions contemplated by this
Agreement shall not result in the loss or impairment of or payment of any additional
amounts with respect to the right of Seller or any of its Subsidiaries to own or use any
material Intellectual Property.

(n) Compliance with Communications Laws. Except as may be
disclosed in the Seller SEC Documents:

(i) The operations of Seller and its Subsidiaries are in
compliance in all material respects with die terms and conditions of the Communications
Act, applicable state laws and the published rules and regulations and policies
promulgated thereunder by any Governmental Entity (collectively, the "Communications
Laws"), and neither Seller nor its Subsidiaries has done anything or failed to do anything
which reasonably would be expected to cause the loss of any Seller Licenses or Permits
granted pursuant to applicable Communications Laws.
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(ii) Other than those listed in Section 3.l(nl(ii) of the Seller
Disclosure Schedule, no material petition, action, investigation, notice of violation or
apparent liability, notice of forfeiture, order to show cause, complaint, or proceeding
seeking to revoke, reconsider the grant of, cancel, suspend, or modify any of the Seller
Licenses or Permits granted pursuant to applicable Communication Laws is pending or,
to the Knowledge of Seller, threatened before any Governmental Entity. No notices have
been received by and no claims have been tiled against Seller or its Subsidiaries alleging
failure to hold any requisite permits, regulatory approvals, licenses and other
authorizations issued pursuant to applicable Communications Laws.

(o) Brokers. Except for fees payable to Deutsche Bank Securities, Inc.
and Jefferies & Company, Inc., no broker, investment banker, financial advisor or other Person is
entitled to any broker's, finder's, financial advisor's or other similar fee or commission in ,
connection with the transactions contemplated by this Agreement baseduponarrangements
made by or on behalf of Seller. Seller has previously delivered to Buyer a true and complete
copy of the engagement letter behlveen each of Deutsche Bank Securities, Inc. and Jefferies &
Company, Inc. and Seller.

(p) Opinion of Financia l Advisors. Se lle r has  rece ived the  opinion of
its  financial advisor, Deutsche Bank Securities, Inc., dated on or before  the  date  of this
Agreement, to die  effect that, as of such date , the  Exchange Ratio is  fa ir, from a financial point
of view, to the  holders  of Se lle r Common Stock.

(q) Contracts.

(i) Except as may be disclosed in the Seller SEC Documents
or except as disclosed in Section 3.l(q) of the Seller Disclosure Schedule, none of Seller
nor any of its Subsidiaries is a party to or bound by any: (A) Contract that would be
required to be filed by Seller with the SEC pursuant to Item 60l(b) (1), (2), (4) or (10) of
Regulation S-K under the Securities Act or Item 1.01 or 5.02 of Form 8-K under the
Exchange Act, assuming Seller was subject to such statutes, (B) Contract with respect to
material partnerships, joint ventures, acquisitions or dispositions, (C) Contract containing
covenants of Seller or any of its Subsidiaries purporting to limit in any material respect
any material line of business, industry or geographical area in which Seller or its
Subsidiaries may operate or granting material exclusive rights to the counterparty thereto,
(D) Contract that, individually or in the aggregate with other Contracts, would or would
reasonably be expected to prevent, materially delay or materially impede Seller's ability
to timely consummate the Merger or the other transactions contemplated by this
Agreement, (E) indenture, mortgage, loan, guarantee or credit Contract under which
Seller or any Subsidiary of Seller has outstanding Indebtedness or any outstanding note,
bond, indenture or other evidence of Indebtedness or otherwise or any guaranteed
Indebtedness of others, in each such case, for or guaranteeing an amount in excess of
$500,000; (F) Contract relating to (1) the sale, outbound license, or outbound lease by
Seller or any of its Subsidiaries of any GRUs or peering arrangements that involve future
payments to Seller or any of its Subsidiaries in excess of $500,000 or (2) die purchase,
inbound license, or inbound lease by Seller or any of its Subsidiaries of any IRis or
peering arrangements involving future payments by Seller or any of its Subsidiaries in
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excess of $500,000, (G) Contract specifically concerning Intellectual Property that is
material to the business of Seller and its Subsidiaries, taken as a whole, (H) Contract
containing a minimum purchase commitment of Seller or any Subsidiary in excess of
$500,000 in any 12-month period, or (I) Contract containing a minimum purchase
commitment of any customer of Seller or any Subsidiary in excess of $750,000 in any 12-
month period. Each such Contract described in clauses (A)-(I), and any material IRis or
peering arrangements (whether or not required to be listed in Section 3.1(q) of the Seller
Disclosure Schedule) is referred to herein as a"Seller Material Contract. "

(ii) Each of the Seller Material Contracts is valid and binding
on Seller and each of its Subsidiaries party thereto and, to the Knowledge of Seller, each
other party thereto and is in full force and effect, except for such failures to be valid and
binding or to be in full force and effect that would not, individually or in the aggregate,
have a Seller Material Adverse Effect. There is no default under any Seller Material
Contract either by Seller or any of its Subsidiaries party thereto or, to the Knowledge of
Seller, by any other party thereto, and no event has occurred that with notice or lapse of
time or both would constitute a default thereunder by Seller or any of its Subsidiaries
party thereto or, to the Knowledge of Seller, any other party thereto, in each case except
for such defaults which would not, individually or in the aggregate, have a Seller Material
Adverse Effect. Seller has not received any notice of alleged default or breach under any
Seller Material Contract. Complete and correct copies of each Seller Material Contract
(including any exhibits, annexes, attachments, supplements, amendments or
modifications thereto), have been delivered or made available to Buyer prior to the date
hereof.

(r) Red Propertv. Seller and its Subsidiaries, as applicable, own
(i) good and valid title to the Owned Real Property and (ii) except as would not, individually or
in the aggregate, have a Seller Material Adverse Effect, valid and enforceable leasehold interests
with respect to the Leased Real Property, in each case subject to the Permitted Liens. All
buildings, structures, fixtures and improvements with respect to the Owned Real Property and
the Leased Real Property (the "Improvements") of Seller and its Subsidiaries are in good repair
and operating condition, subj et only to ordinary wear and tear and to defects, damage and
imperfections that are immaterial to Seller and its Subsidiaries, taken as a whole, and are in all
material respects adequate and suitable for the purposes for which they are presently being used
or held for use, and to the Knowledge of Seller, there are no facts or conditions affecting any of
such Improvements that, in the aggregate, would reasonably be expected to interfere with the
current use, occupancy or operation thereof

(s ) Riflht-of-Wav Agreements  and Network Facilitie s. Except as may
be disclosed in the  Seller SEC Documents or in S e ction 3.l(s ) of the  Seller Disclosure  Schedule:

(i) (A) Each right-of-way agreement, license agreement or
other agreement permitting or requiring Selle r or any of its  Subsidiaries  to lay, build,
operate , maintain or place cable , wires, conduits or other equipment and facilities over
land, underwater or underground that is  material to the business of Seller and its
Subsidiaries, taken as a whole, (each, a "Right-of-Wav Agreement") is  va lid, le ga lly
binding, enforceable  and in full force  and effect, (B) ne ither Se lle r nor any of its
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Subsidiaries is in breach of or default under any Right-of-Way Agreement, (C) no event
has occurred which, with notice or lapse of time, would constitute a breach or default by
Seller or any of its Subsidiaries or permit termination, modification or acceleration by
any third party under any Right-of-Way Agreement and (D) no third party has repudiated
or has the right to terminate or repudiate any Right-of-Way Agreement.

(ii) Neithe r Se lle r nor any of its  Subsidia ries  is  in viola tion of
any Applicable  Laws which, individua lly or in combina tion with any othe rs , would
materia lly and adverse ly affect the  ability of Seller or any of its  Subsidiaries  to use  any of
the materia l rights associated with the Right-of-Way Agreements, taken as a  whole , in the
manner and scope in which such rights are now being used.

(iii) All Owned Network Facilities and Leased Network
Facilities: (A) are in adj material respects in good working order and condition and are
without any material defects ("Good Condition") individually and in combination,
(B) are, individually and in combination, operated, installed, and maintained by Seller, its
Subsidiaries, or their contractors in a manner that is in compliance in all material respects
with (1) generally accepted industry standards for the United States telecommunications
industry ("Industl'v Standards"), (2) performance requirements in service agreements with
customers of Seller and its Subsidiaries ("Customer Requirements"), and (3) all
Applicable Laws, and (C) comply, individually and in combination, in all material
respects with applicable performance standards.

(iv) Seller owns, free  and clear of a ll Liens, other than
Permitted Liens , a ll right, title  and inte res t in Owned Network Facilities  and sha ll
mainta in such right, title  and interest through the  Closing Date . No third Person may
revoke or otherwise  encumber or interfere  with such right, title , and interest.

(v) Each agreement under which third Persons provide materia l
Network Facilitie s , including leases , licenses , IRis  and Right-of-Way Agreements  (a
"Ne twork Fa cilitv Agre e me nt"), to which Selle r and its  Subsidiaries  is  a  party, is  a  va lid,
legally binding and enforceable  agreement and is  in full force and effect, and neither
Selle r nor any of its  Subsidiaries  is  in breach of or default under any Network Facility
Agreement, (A) no event has occurred which, wide notice  or lapse  of time, would
constitute  a  breach or default by Seller or any of its  Subsidiaries  or permit te rmination,
revocation, other interference  with performance  0> modifica tion or accelera tion by any
third party of any Network Facility Agreement, and (B) no third Person has repudia ted,
revoked, te rminated, or otherwise  interfered with performance of or has the  right to
terminate , repudiate , revoke, or othewvise  interfere  with the  performance of any Network
Facility Agreement.

(t) Insurance. All ma te ria l insurance  policie s  of Se lle r and its
Subsidiaries are in full force and effect and provide insurance in such amounts and against such
risks as the management of Seller reasonably has determined to be prudent in accordance with
industry practices or as  is  required by Applicable  Laws. Neither Seller nor any of its  Subsidiaries
is in materia l breach or default, and neither Seller nor any of its  Subsidiaries has taken any action
or fa iled to take  any action which, with notice  or the  lapse  of time or both, would constitute  such
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a breach or default, or penni termination or modification of any of the material insurance
policies of Seller and its Subsidiaries. True and complete copies of all such material insurance
policies have been made available to Buyer.

(u) Customers and Suppliers. Except as set forth on Section 3.1(u)of
the Seller Disclosure Schedule:

(i) Neither (A) Seller nor any of its Subsidiaries has received
written notice from any customer, or group of customers that are under common
ownership or control, that (1) accounted for at least $750,000 of the aggregate products
and services furnished by Seller and its Subsidiaries in the fiscal year ended
December 31, 2006, or (2) is expected, to the Knowledge of Seller, to account for at least
$750,000 of the aggregate products and services to be fiumished by Seller and its
Subsidiaries in the fiscal year ending December 31, 2007, in each case, that such
customer (or such group of customers) has stopped or intends to stop purchasing, or has
reduced or shall reduce purchases 0£ or has sought or is seeking to reduce the price it
shall pay for, the products or services of Seller or its Subsidiaries, nor (B) has Seller or
any of its Subsidiaries received written notice from any supplier, or group of suppliers
that are under common ownership or control, that (1) accounted for at least $1,000,000 of
the aggregate goods and services purchased by Seller or any of its Subsidiaries in the
fiscal year ended December 31 , 2006, or (2) is expected, to the Knowledge of Seller, to
account for at least $1,000,000 of the aggregate goods and services purchased by Seller
and any of its Subsidiaries in the fiscal year ending December 31, 2007, in each case, that
such supplier (or such group of suppliers) has stopped or intends to stop providing goods
or services to Seller or any of its Subsidiaries, or has materially reduced or shall
materially reduce the supply of, or has sought or is seeking to materially increase the
price it charges for, goods or services supplied to Seller or any of its Subsidiaries.

(ii) Except for requests for call detail records for billing
purposes, neither Seller nor any of its Subsidiaries is involved in any dispute with, or has
received any written notice of an intention to dispute from, or has received any request
for audit, accounting or review from, any Person (including a group of Persons that are
under common ownership or control) with whom Seller or any of its Subsidiaries does
business, (A) with respect to any customer, or group of customers that are under common
ownership or control, which involves an aggregate amount in excess of $1,000,000 as of
the date hereof; or (B) with respect to any supplier, or group of suppliers that are under
common ownership or control, which involves an aggregate amount in excess of
$1 ,000,000 relating to any transactions or commitments made, or any contracts or
agreements entered into, by Seller or any of its Subsidiaries, on one hand, and such
Person, on the other hand.

(v) Title  to ProDertv. Each of Seller and its Subsidiaries has good,
valid and marketable  title  to each item of materia l owned personal property free  and clear of a ll
Liens other than Permitted Liens.

(w) State Takeover Statutes. The  res trictions  on "business
combinations" (as defined in Section 203 of the  DGCL) as se t forth in Section 203 of the  DGCL
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and any other "fair price," "moratorium," "control share acquisition" or other similar
antitakeover statute or regulation enacted under the laws of the State of Delaware or other
Applicable Laws are inapplicable to the Merger or any of the other transactions contemplated
under this Agreement. Neither Seller nor any of its Affiliates is or has been an "interested
stockholder" of Buyer (as such term is defined in Section 203 of the DGCL).

(x) Consenting Stocldiolders. Each Consenting Stocldiolder is (i) an
executive officer, Affiliate or director of Seller or the beneficial owner (as defined in Rule 13d-3
under the Exchange Act) of 5% or more of the outstanding Seller Common Stock and (ii) an
accredited investor (as defined in Rule 501(a) under the Securities Act).

SECTION 3.2. Representations and Warranties of Buver and Merger Sub,
Except as disclosed in the disclosure schedule dated as of the date hereof and delivered by Buyer
and Merger Sub to Seller concurrently with or prior to the execution and delivery by Buyer and
Merger Sub of this Agreement, which shall make reference to the particular section or subsection
of this Agreement to which exception is being taken (it being agreed that any information
disclosed in one section of such disclosure schedule shall be deemed to apply to each other
section thereof to which its relevance is reasonably apparent) (the "Buver Disclosure Schedule"),
Buyer represents and warrants to Seller as follows:

(a) Organization. Standing and Corporate Power. Each of Buyer and
its Subsidiaries is a corporation or other legal entity duly organized, validly existing and in good
standing (with respect to jurisdictions which recognize such concept) under the laws of the
jurisdiction in which it is incorporated or otherwise organized and has the requisite corporate (or
similar) power and authority and dl necessary government approvals to own, lease and operate
its properties and to carry on its business as currently conducted, except for those jurisdictions in
which die failure to have such power, authority or government approvals and to be so organized,
existing or in good standing would not, individually or in the aggregate, have a Material Adverse
Effect on Buyer and its Subsidiaries, taken as a whole (a "Buver Material Adverse EHlect").
Each of Buyer and its Subsidiaries is duly qualified or licensed to do business and is in good
standing (with respect to jurisdictions which recognize such concept) in each jurisdiction in
which the nature or conduct of its business or the ownership, leasing or operation of its
properties makes such qualification, licensing or good standing necessary, except for those
jurisdictions in which the failure to be so qualified or licensed or to be in good standing would
not have a Buyer Material Adverse Effect.

(b) Capital Structure.

(i) As of the date hereof, the authorized capital stock of Buyer
consists of 300,000,000 shares of Buyer Common Stock and 20,000,000 shares of
Preferred Stock, par value $0.01 per share (the "Buyer Preferred Stock"). At the close of
business on August 31, 2007, (A) 102,071 ,532 shares of Buyer Common Stock were
issued and outstanding; (B) 100,579 shares of Buyer Common Stock were held by Buyer
in its treasury, (C) no shares of Buyer Preferred Stock were issued and outstanding,
(D) 12,839,935 shares of Buyer Common Stock were reserved for issuance in respect of
outstanding options to acquire Buyer Common Stock issued under equity compensation
plans of Buyer and its Subsidiaries (the"Buyer Plan Options"); (E) 22,746 shares of
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Buyer Common Stock were reserved for issuance in respect of outstanding options to
acquire Buyer Common Stock (in addition to the shares reserved in respect of
OUtstanding Buyer Plan Options) (together with the Buyer Plan Options, the "Buver
Options"), (F) 7,498,938 shares of Buyer Common Stock were reserved for issuance in
respect of outstanding Buyer resmlcted stock unit awards issued under equity
compensation plans of Buyer and its Subsidiaries; and (G) 2,421,088 shares of Buyer
Common Stock were reserved for issuance in respect of outstanding warrants to purchase
Buyer Common Stock. As of the date hereof, each outstanding share of capital stock of
Buyer is duly audiorized, validly issued, fully paid, no assessable and free of preemptive
or similar rights.

(ii) All shares of Buyer Common Stock subject to issuance
pursuant to this Agreement, upon issuance on the terms and conditions specified herein,
shall be duly authorized, validly issued, fully paid and no assessable and free of
preemptive or similar rights.

(iii) No Voting Debt of Buyer is issued or outstanding as of the
date hereof

(iv) As of the date hereof, except as disclosed in
Section 3.2(b)(iv) of the Buyer Disclosure Schedule or as may be disclosed in the Buyer
SEC Documents, there are no securities, options, warrants, calls, rights, commitments,
agreements, arrangements or undertakings of any kind to which Buyer or any of its
Subsidiaries is a party or by which any of them is bound obligating Buyer or any of its
Subsidiaries to issue, deliver or sell, or cause to be issued, delivered or sold, additional
shares of capital stock, Voting Debt or other voting securities of Buyer or any of its
Subsidiaries, or obligating Buyer or any of its Subsidiaries to issue, grant, extend or enter
into any such security, option, warrant, call, right, commitment, agreement, arrangement
or undertaddng. As of the date hereof, all outstanding shares of Buyer Common Stock, all
outstanding Buyer Options and all outstanding shares of capital stock of each Subsidiary
of Buyer have been issued and granted in compliance in all material respects with (A) all
applicable securities laws and all other Applicable Laws and (B) all requirements set
forth in applicable material Contracts.

(v) As of die date hereof, except as disclosed 'm
Section 3.2(b)(v)of the Buyer Disclosure Schedule or as may be disclosed in the Buyer
SEC Documents, neither Buyer nor any of its Subsidiaries is a party to any currently
effective Contract (A) restricting the purchase or transfer of, (B) relating to the voting of,
(C) requiring the repurchase, redemption or disposition 012 or containing any right of first
refusal with respect to, (D) requiring registration of or (E) granting any preemptive or
antidilutive rights with respect to any capital stock of Buyer or any of its Subsidiaries or
any securities of the type referred to in Section 3.2(b)(iv).

(vi) Merger Sub was formed at the direction of Buyer prior to
the date hereof, solely for the purposes of effecting the Merger and the other transactions
contemplated hereby. Except as required by or provided for in this Agreement, Merger
Sub (A) does not hold, nor has it held, any assets, (B) does not have, nor has it incurred,
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any liabilities other than as a guarantor of obligations under Buyer's senior secured credit
facilities and (C) has not carried on any business activities other than in connection with
the Merger and the transactions contempliied hereby. AIf3'the Outstanding 'Shares Of
capital stock of Merger Sub have been duly authorized and validly issued, and are fully
paid and no assessable and not subject to any preemptive rights.

(vii) As of the date hereof, neither Buyer nor any of its
Subsidiaries own any shares of capital stock of Seller or any of its Subsidiaries.

(c) Authoritv; Board Approval: Voting Requirements; No Conflict;
Required Filings and Consents.

(i) Authoritv, Each of Buyer and Merger Sub has all requisite
corporate power and authority to enter into this Agreement and the Buyer Ancillary
Agreements, as applicable, subject to obtaining the Buyer Stockholder Approval and
subject to compliance with Section 5.14, to perform its obligations hereunder and
thereunder and to consummate the transactions contemplated hereby and thereby. Except
for the Buyer Stocldiolder Approval, the execution and delivery of this Agreement and
the Buyer Ancillary Agreements by Buyer and/or Merger Sub, as applicable, and the
consummation by Buyer and/or Merger Sub of the transactions contemplated hereby and
thereby have been duly and validly authorized by all necessary corporate action on the
part of Buyer and/or Merger Sub, and no other corporate proceedings on the part of
Buyer and Merger Sub and, except for the Buyer Stockholder Approval and subject to
compliance with Section 5.14, no stockholder votes or actions by written consent are
necessary to authorize this Agreement or the Buyer Ancillary Agreements to consurmnate
the transactions contemplated hereby and thereby. This Agreement has been duly
executed and delivered by Buyer and Merger Sub. At Closing, the Buyer Ancillary
Agreements shall be duly executed and delivered by Buyer. Assuming the due
authorization, execution and delivery of this Agreement by Seller, this Agreement
constitutes the legal, valid and binding obligation of each of Buyer and Merger Sub,
enforceable against Buyer and Merger Sub in accordance with its terms, subject to
Creditors' Laws. Assuming the due authorization, execution and delivery at Closing of
the Buyer Ancillary Agreements by the counterparties thereto, the Buyer Ancillary
Agreements shall constitute the legal, valid and binding obligations of Buyer, enforceable
against Buyer in accordance with their terms, subj et to Creditors' Laws.

(ii) Board Approval. The Board of Directors of Buyer has
(A) determined that dies Agreement and the transactions contemplated hereby are
advisable and fair to and in the best interests of Buyer and its stockholders, (B) duly
approved this Agreement, the Merger and the other transactions contemplated hereby,
which approval has not been rescinded or modified, (C) has resolved to recommend to
the Buyer Stockholders that they approve the issuance of the shares of Buyer Common
Stock pursuant to this Agreement and (D) directed that the issuance of the shares of
Buyer Common Stock pursuant to this Agreement be submitted to the Buyer
Stocldlolders for approval.
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(iii) No Conflict. Except as disclosed inSection 3.2(c)(iii)of
the Buyer Disclosure Schedule and subject to obtaining the Buyer StocldiolderApproval
and to compliance withSection 5.14, the execution and delivery of this Agreement by
Buyer and Merger Sub do not, and the consummation by Buyer and Merger Sub of the
transactions contemplated hereby and compliance by Buyer and Merger Sub with the
provisions hereof shall not, violate any Applicable Laws, result in any violation or breach
of or default (with or without notice or lapse of time, or both) under, require any consent,
waiver, notice or approval under, give rise to any right of termination or cancellation or
acceleration of any right or obligation or loss of a benefit under, or result in the creation
of any Lien upon any of the properties or assets of Buyer or any restriction on the
conduct of Buyer's business or operations under (A) the Buyer Organizational
Documents, (B) any Contract to which Buyer is a party or any Buyer License or Permit
or (C) subject to the governmental filings and other matters referred to in
Section 3.2(c)(iv), any Applicable Laws with respect to Buyer or any of its Subsidiaries
or their respective properties or assets, other than, in the case of clauses (B) and (C), any
such conflicts, violations, defaults, rights, losses, restrictions or Liens, or failure to give
notices or obtain consents, waivers or approvals, which would not, individually or in the
aggregate, have a Buyer Material Adverse Effect.

(iv) Required Filings or Consents. No consent, waiver, order,
authorization or approval of any Governmental Entity, and no declaration or notice to or
filing or registration with any Governmental Entity or any other Person is required to be
made, obtained, performed or given with respect to Buyer in connection with the
execution and delivery of this Agreement by Buyer or Merger Sub (as applicable) or the
consummation by Buyer or Merger Sub of the transactions contemplated hereby, except
for:

(A) the  filing of a  pre-merger notifica tion and report
form by Buyer and Merger Sub under the  HSR Act, and, to the  extent applicable ,
a ll required notifica tions  and filings  under the  antitrus t, competition or s imila r
laws  of any fore ign jurisdiction;

(B) the  filing with the  SEC of:

(1) the  Form S-4,

(2) such reports and filings under Section 13(a),
13(d), l4(a), 15(d) or 16(a) of the Exchange Act and the rules and
regulations thereunder as may be required in connection with this
Agreement and the transactions contemplated hereby,

(C) the reports, Filings, registrations, consents,
approvals, permits, authorizations and/or notices with or of the FCC disclosed in
Section 3.2(cl(iv)(C)of the Buyer Disclosure Schedule;

(D) the reports, filings, registrations, consents,
approvals, permits, authorizations and/or notices with or of those state public
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service or public utility commissions or similar state regulatory bodies disclosed
in Section 3.2(c)(iv)(D) of the Buyer Disclosure Schedule;

(E) the  filing of the  Certifica te  of Merger with the
Secretary of State of the State of Delaware and appropriate documents with the
NASDAQ and the  re levant authorities  of other s ta tes  in which Buyer or Merger
Sub are quadiiied to do business and such filings as may be necessary in
accordance with sta te  securities or other "blue Sky" laws,

(F) the consents, approvals, orders or authorizations
disclosed in Section 3.2(c)(iv)(F)of the  Buyer Disclosure  Schedule ;

(G) the  Buyer Stockholder Approval; and

(H) any consent, approval, order or authorization of, or
declaration, registration or tiling with, or notice to any Govenunental Entity
(other than any of the foregoing addressed in paragraphs (A) through (G) above),
the failure of which to be made or obtained would not, individually or in the
aggregate, have a Buyer Material Adverse Effect.

(<1) SEC Documents, Financial Statements.

(i) Buyer has filed with the SEC all registration statements,
prospectuses, reports, schedules, forms, statements, certifications and other documents
(including exhibits and all other information incorporated by reference therein) required
to be so filed by Buyer from February 28, 2007 through the date of this Agreement,
including the Annual Report on Form 10-K of US LEC Corp. for the fiscal year ended
December 3 l , 2006 filed by Buyer on behalf of US LEC Corp. pursuant to Rule 12g-3
under the Exchange Act (the "Buver SEC Documents"). As of their respective dates, the
Buyer SEC Documents complied in all material respects with the requirements of the
Securities Act or the Exchange Act, as the casemay be, applicable to such Buyer SEC
Documents, and none of the Buyer SEC Documents, when tiled, contained any untrue
statement of a material fact or omitted to state a material fact required to be stated therein
or necessary in order to make the statements therein, in the light of the circumstances
under which they were made, not misleading, except to the extent corrected by a
subsequently filed Buyer SEC Document filed with the SEC prior to die date hereof.

(ii) The financia l s ta tements of Buyer included in the  Buyer
SEC Documents  comply, as  of the ir respective  da tes  of filing with the  SEC, in a ll
material respects with applicable  accounting requirements and the published rules and
regulations of the SEC with respect thereto, have been prepared (except, in the case of
unaudited sta tements, as permitted by Form 10-Q or 8-K or other applicable  mies of the
SEC) in accordance with GAAP applied on a  consistent basis during the  periods involved
(except as may be indicated in the  notes thereto) and fa irly present, in a ll materia l
respects, die  consolidated financial position of Buyer and its  consolidated Subsidiaries as
of the dates thereof and the consolidated results of their operations and cash flows for the
periods then ended (subj et, in the case of unaudited statements, to normal year-end audit
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adjustments which are not material and the lack of footnote disclosure). The financial
books and recordsof Buyer and its Subsidiaries, taken as a whole, are the and correct in
all material respects

(ii i) Except as reflected or reserved against in the balance sheet
of Buyer, dated June 30, 2007, included in the Quarterly Report on Form 10-Q for the
quarterly period ended June 30, 2007 (including the notes thereto, the "Buver Balance
Sheet"), and except as disclosed in Section 3.2(d)(iii) of the Buyer Disclosure Schedule
as of the date hereof, neither Buyer nor any of its Subsidiaries has any liabilities or
obligations of any nature (whether absolute, accrued, known or unknown, contingent or
otherwise) nor, to the Knowledge of Buyer, does any basis exist therefor, other than
liabilities or obligations that (A) were incurred since June 30, 2007 in the ordinary course
of business consistent with past practice and, individually or in the aggregate, otherwise
have not had and would not reasonably be expected to have a Buyer Material Adverse
Effect, (B) individually or in the aggregate, otherwise have not had and would not
reasonably be expected to have a Buyer Material Adverse Effect or (C) were incurred
pursuant to this Agreement or the transactions contemplated hereby

(e) Information Supplied. None of the information supplied or to be
supplied by or on behalf of Buyer or Merger Sub for inclusion or incorporation by reference in
(i) the Form S-4 shall, at the time the Form S-4 is declared effective under the Securities Act
contain any untrue statement of a material fact or omit to state any material fact required to be
stated therein or necessary in order to make the statements therein not misleading or (ii) the
Proxy Statement/Prospectus shall, at die date it is first mailed to the Stockholders or the Buyer
Stocldlolders, contain any untrue statement of a material fact or omit to state any material fact
required to be stated therein or necessary in order to make the statements therein, in the light of
the circumstances under which they are made, not misleading. The Proxy Statement/Prospectus
and the Form S-4 shall comply as to form in all material respects with the requirements of the
Securities Act and the rules and regulations thereunder. Notwithstanding the foregoing
provisions of this Section 3.2(e), no representation or warranty is made by Buyer with respect to
information or statements made or incorporated by reference in the Form S-4 or the Proxy
Statement/Prospectus which were not supplied by or on behalf of Buyer or Merger Sub for use
therein

(f> Absence of Certain Changes or Events

(i) Since June 30, 2007 through the date hereof, except as and
to the extent disclosed in the Buyer SEC Documents and except for liabilities incurred
pursuant to this Agreement or the transactions contemplated hereby, Buyer and its
Subsidiaries have conducted their business only in the ordinary course of business
consistent with past practice

(ii) Since June 30, 2007 through the date hereof, there have not
been any changes, circumstances or events that, individually or in the aggregate, have
had, or would reasonably be expected to have, a Buyer Material Adverse Effect
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(iii) Since June 30, 2007 through the date hereof, there has not
been any split, combination or reclassification of any of the capital stock of Buyer or any
of its Subsidiaries or any declaration, setting aside or payment of any dividend on, or
other distribution (whether in cash, stock or property) in respect of, in lieu of or in
substitution for, shares of capital stock of Buyer or any of its Subsidiaries.

(g) Compliance  with Applicable  Laws; Pe rmits ; Litiga tion. As  of the
date hereof, except as set forth in the Buyer SEC Documents:

(i) Buyer holds all authorizations, permits, licenses,
certificates, easements, concessions, franchises, variances, exemptions, orders, consents,
registrations, approvals and clearances of all Governmental Entities and third Persons
which are required for Buyer to own, lease and operate its properties and other assets and
to carry on their respective businesses in the manner described in the Buyer SEC
Documents filed prior to the date hereof and as they are being conducted as of the date
hereof (the "Buver Licenses or Permits"), and all Buyer Licenses or Permits are valid and
in iiull force and effect, except where the failure to have, or the suspension or cancellation
of or the failure to be valid or in full force and effect of, any such Buyer Licenses or
Permits would not, individually or in the aggregate, have a Buyer Material Adverse
Effect.

(ii) Buyer is, and has been at all times since January 1, 2006, in
compliance with the terms of the Buyer Licenses or Permits and all Applicable Laws
relating to Buyer and its businesses, assets or properties, except where the failure to be in
compliance with the terms of the Buyer Licenses or Permits or such Applicable Laws,
would not, individually or in the aggregate, have a Buyer Material Adverse Effect. Since
January 1, 2006, Buyer has not received any written notification Hom any Governmental
Entity (A) asserting that Buyer is not in compliance with, or at any time since such date
has failed to comply in any material respect with Applicable Laws or (B) threatening to
revoke any of the material Buyer Licenses or Permits nor, to the Knowledge of Buyer,
does any basis exist therefor. As of the date hereof, no investigation or review by any
Governmental Entity is pending or, to the Knowledge of Buyer, is threatened in writing
against Buyer.

(iii) Since  the  provisions of SOX first became applicable  to
Buyer, Buyer is , and has been, in materia l compliance in a ll materia l respects with the
provis ions  of SOX applicable  to it.

(iv) No material action, audit, demand, claim, suit, proceeding,
requirement or investigation by any Governmental Entity, and no material suit, action,
mediation, arbitration or proceeding by any Person, against or affecting Buyer or any of
its properties, including Intellectual Property, is pending or, to the Knowledge of Buyer,
threatened.

(v)
injunction or decree.

Buyer is not subj et to any material outstanding order,
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(h) Taxes. As of the date hereof, except as set forth in the Buyer SEC
Documents, Buyer has (i) duly and timely filed (or therehave been filed on its behalf) all
material Tax letUrris required to b Tédby it (taking into account all applicable exteNsions)
with the appropriate Tax Authority and all such Tax Returns are true, correct and complete in all
material respects, (ii) timely paid in full adj material Taxes required to be paid by it, other than
such Taxes disclosed in Section 3.2(h)of the Buyer Disclosure Schedule that are being contested
in good faith and for which Buyer or the appropriate Subsidiary has set aside adequate reserves
in accordance with GAAP, (iii) made adequate provision in accordance with GAAP (or there has
been paid or provision has been made on its behalf) for the payment of all material Taxes not yet
due, (iv) complied with all Applicable Laws relating to the payment and withholding of Taxes,
(v) there are no material Liens for Taxes upon any property or assets of Buyer or any of its
Subsidiaries, except for Liens for Taxes not yet due and payable or for which adequate reserves
have been provided in accordance with GAAP in the most recent financial statements contained
in the Buyer SEC Documents, (vi) no material deficiency for any amount of Tax has been
asserted by any Tax Authority in writing against Buyer or any of its Subsidiaries, except for
deficiencies that have been satisfied by payment, that have been settled or withdrawn or that are
disclosed in the Buyer SEC Documents, (vii) neither Buyer nor any of its Subsidiaries
constituted either a "distributing corporation" or a "controlled corporation" (within the meaning
of Section 355(a)(l)(A) of the Code) in a distribution of stock qualifying for tax-free treatment
under Section 355 of the Code (A) in the two years prior to the date of this Agreement or (B) in a
distribution which could otherwise constitute part of a "plan" or "series of related transactions"
(within the meaning of Section 355(e) of the Code) in connection with the Merger, and
(viii) Merger Sub is a wholly-owned, direct Subsidiary of Buyer.

(i) Broke rs. Except for fees  payable  to Merrill Lynch, P ie rce , Fender
& Smith Incorpora ted, no broker, investment banker, financia l advisor or other Person is  entitled
to any broker's , tinder's , iinanciad advisor's  or other s imila r fee  or commission in connection
with the transactions contemplated by this Agreement based upon arrangements made by or on
beha lf of Buyer or Merger Sub.

(i) Solvencv. As  of the  Effective  Time  and immedia te ly a fte r giving
effect to a ll of the  transactions contemplated by this Agreement, the  Merger and the payment of
the Merger Consideration pursuant hereto, and payment of all related fees and expenses of Buyer
and Merger Sub and their respective  Subsidiaries in connection therewith, (i) the  amount of the
"fair sa leable  value" of the  assets of each of the  Surviving Corporation and each of its
Subsidiaries  sha ll exceed (A) the  va lue  of a ll of the  liabilities  of each of the  Surviving
Corporation and such Subsidiaries, as applicable , including contingent and other liabilities, and
(B) the  amount that Buyer reasonably expects shall be  required to pay such liabilities of each of
the Surviving Corporation and such Subsidiaries, as applicable , on each of their existing debts
(including contingent liabilities) as  such debts  mature , (ii) each of die  Surviving Corpora tion and
each of its Subsidiaries shall not have an unreasonably small amount of capital necessary for the
operation of the businesses in which each of the Surviving Corporation and each of its
Subsidiaries is engaged or proposed to be engaged, and (iii) each of the Surviving Corporation
and its  Subsidiaries  sha ll be  able  to pay its  liabilities , including contingent and other liabilities , as
they mature . For purposes of the  foregoing, "not have an unreasonably small amount of capita l
necessary for the operation of the businesses in which each of the Surviving Corporation and
each of its  Subsidiaries is  engaged or proposed to be engaged" and "able  to pay its  liabilities,
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including contingent and other liabilities, as they mature" means that such Person shall be able to
generate enough cash from operations, asset dispositions or reiinaneings of existing obligations,
or a combination thereof; to meet its obligations as they become due.

(k) Compliance with Communications Laws. Except as may be
disclosed in the Buyer SEC Documents:

(i) The operations of Buyer and its Subsidiaries are in
compliance in all material respects with the Communications Laws, and neither Buyer
nor its Subsidiaries has done anything or failed to do anything which reasonably would
be expected to cause the loss of any Buyer Licenses or Permits granted pursuant to
applicable Communications Laws.

(ii) Other than those listed in Section 3.2(k1(ii1of the Buyer
Disclosure Schedule, no material petition, action, investigation, notice of violation or
apparent liability, notice of forfeiture, order to show cause, complaint, or proceeding
seeking to revoke, reconsider the grant of; cancel, suspend, or modify any of the Buyer
Licenses or Permits granted pursuant to applicable Communication Laws is pending or,
to the Knowledge of Buyer, threatened before any Governmental Entity. No notices have
been received by and no claims have been filed against Buyer or its Subsidiaries alleging
failure to hold any requisite permits, regulatory approvals, licenses and other
authorizations issued pursuant to applicable Communications Laws.

(1) State Takeover Statutes. Assuming the accuracy of the last
sentence ofSection 3.l(w), the restrictions on "business combinations" (as defined in
Section 203 of the DGCL) as set forth in Section 203 of the DGCL and any other "fair price,"
"moratorium," "control share acquisition" or other similar antitakeover statute or regulation
enacted under the laws of the State of Delaware or other Applicable Laws are inapplicable to the
Merger or any of the other transactions contemplated under this Agreement.

(m) Opinion of Buver Financial Advisor. Buyer has received the
opinion of its financial advisor, Merrill Lynch, Pierce, Fanner & Smith Incorporated, dated on or
before the date of this Agreement, to the effect that, as of suchdate, the Exchange Ratio is fair,
from a financial point of view, to Buyer.

ARTICLE IV

COVENANTS RELATING TO CONDUCT OF BUSINESS

SECTION 4.1. Conduct of Business.

(a) From the date of this Agreement through the Effective Time,
except as set forth in Section 4.l(al of the Seller Disclosure Schedule, or as expressly provided
by any other provision of this Agreement, Seller shall, and shall cause each Subsidiary of Seller
to: (i) maintain its existence in good standing under Applicable Laws; (ii) subject to the
restrictions and exceptions set forth in this Section 4.l(a),conduct its operations only in the
Ordinary Course of Business, (iii) use commercially reasonable efforts to keep available the
services of its officers, employees and consultants and to preserve its relationships with
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customers, suppliers and other Persons with which it has business relations as are reasonably
necessary in order to preserve  substantia lly intact its  business organization, and (iv) mainta in its
asse ts , including Owned Network Facilities  and Leased Network Facilities , individua lly and in
combination, in Good Condition and in compliance , in a ll materia l respects , with performance
standards, Industry Standards, Customer Requirements and Applicable  Laws. In addition,
without limiting the  foregoing, from the  da te  of this  Agreement through the  Effective  Time,
except as set forth in Section 4.l(a ) of the Seller Disclosure Schedule , or as expressly provided
by any other provision of this  Agreement, Se lle r sha ll not and sha ll not permit any Subsidiary of
Se lle r to, directly or indirectly, do, or agree  to do, any of the  following:

(i) adopt or propose any change to the Seller Organizational
Documents or Seller Subsidiary Organizational Documents,

(ii) issue, sell, pledge, dispose of, got, transfer, encumber, or
authorize the issuance, sale, pledge, disposition, grant, transfer or encumbrance of any
shares of capital stock of, or other equity interests in, Seller or any of its Subsidiaries of
any class, or securities convertible, exchangeable or exercisable for any shares of such
capital stock or other equity interests, or any options, warrants or other rights of any kind
to acquire any shares of such capital stock or other equity interests or such convertible or
exchangeable securities, or any other ownership interest, of Seller or any of its
Subsidiaries, or take any action that, if such action had been taken prior to the date
hereof, would have caused the representation and warranty made in Section 3.l(bl to be
untrue,

(iii) (A) declare , se t aside, make or pay any dividend or other
distribution (whether payable  in cash, s tock, property or a  combination thereof) with
respect to any of the  capita l stock of Seller or any of its  Subsidiaries, except for any
dividend or dis tribution by any wholly-owned Subsidia ry of Se lle r to Se lle r or (B) ente r
into any agreement with respect to the  voting of the  capita l s tock of Seller or any of its
Subsidiaries;

(iv) (A) reclassify, combine , split or subdivide  any capita l s tock
of Seller or any of its  Subsidiaries, or issue or authorize the issuance of any other
securities  in respect of, in lieu of, or in substitution for, shares of such capita l s tock or
(B) redeem, purchase  or otherwise  acquire , directly or indirectly, any capita l s tock, other
equity interests  or other securities of Seller or any of its  Subsidiaries,

(v) (A) incur any Indebtedness or issue any debt securities or
assume, guarantee or endorse, or otherwise as an accommodation become responsible for,
the Indebtedness of any Person, (B) (x) terminate or cancel (other than a termination or
cancellation due to the expiration of any term of any Contract or any breach or
nonperformance by any counterparty) or agree to any material change in, any Seller
Material Contract, or (y) enter into (other Dian any extension of an existing Contract or
entering into a new Contract with an existing counterparty on terms substantially the
same as the prior Contract, in each case in the Ordinary Course of Business) a Contract
which would be a Seller Material Contract if entered into prior to the date hereof, or
(C) make or authorize any loan to any Person,
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(vi) except as required by and in accordance with Applicable
Laws: (A) increase the compensation or benefits payable or to become payable to any of
its directors or the Seller Officers, or, except in the Ordinary Course of Business, to its
other employees, agents or consultants, (B) except with the prior written consent of
Buyer (which consent shall not be unreasonably withheld), (1) grant any rights to
severance or termination pay to, or enter into any employment, consulting or severance
agreement with, any director or the Seller Officers, or to any of its other employees,
agents or consultants, except with respect to rights to severance or termination pay to
such other employees, agents or consultants to the extent that such rights are granted or
arise in the Ordinary Course of Business and are not material, individually or in the
aggregate, or (2) make any severance or termination payments to any director or Seller
Officer (except pursuant to and in accordance with the agreements with the Seller
Officers set forth as items N and O in Section 3.1(i) of the Seller Disclosure Schedule) or,
except in the Ordinary Course of Business, to any of its other employees, agents or
consultants if not material in the aggregate or individually; (C)(l) got any cash bonus or
other cash incentive awards to any director, employee, agent or consultant, except for
bonuses paid pursuant to and in accordance with the Seller's Management Incentive
(Bonus) Plan (in the form previously provided to Buyer) in the Ordinary Course of
Business to Seller's bonus eligible employees, including the Seller Officers, prior to
Closing, so long as the aggregate amount of such bonuses paid to such bonus eligible
employees, including Seller Officers, does not exceed $6,000,000, (2) grant any stock-
based award or other equity-based incentive to any director or the Seller Officers, or,
except in the Ordinary Course of Business, to any other employee, agent or consultant
(provided, that any stock-based awards permitted hereby shall be made in the form of
stock options which do not exceed the limits set forth in the last sentence in this Section
4.1(a) and comply with the proviso set forth in such sentence), (D) establish, adopt, grant,
amend or enter into any collective bargaining agreement (or other agreement or
understanding with any trade union, works council or other employee representative
body) or Seller Benefit Plan, (E) take any action to amend or waive any performance or
vesting criteria or accelerate or extend vesting, exercisability, settlement or funding under
any Seller Benefit Plan or any award agreement thereunder, or (F) take any action with
respect to salary, compensation, benefits or other terms and conditions of employment
that would result in the holder of a change in control or similar agreement having "good
reason" to terminate employment and collect severance payments and benefits pursuant
to such agreement,

(vii) make any change in financial accounting policies or
procedures, except as required by GAAP or by a Governmental Entity,

(viii) make, change or revoke any material Tax election or settle
or compromise any material liability for Taxes, change any annual Tax accounting
period, change any method of Tax accounting, tile any material amended Tax Return,
enter into any closing agreement relating to any material Tax, surrender any right to
claim a material Tax refund, or consent to any extension or waiver of the statute of
limitations period applicable to any material Tax claim or assessment,
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(ix) write  up, write  down or write  off the  book va lue  of any
assets, individually or in the aggregate , for Seller and its Subsidiaries, taken as a  whole,
other than as may be required by GAAP ;

(x) acquire, dispose o11 or agree to acquire from or agree to
dispose to any Person, any assets, operations, businesses or securities or engage in, or
agree to engage in, any merger, consolidation or other business combination with any
Person, except for acquisitions and disposition of inventory and other tangible assets in
the Ordinary Course of Business in connection with die provision of services to
customers of Seller and its Subsidiaries,

(xi) except as required by Applicable Laws or any judgment by
a court of competent jurisdiction, pay, discharge, settle or satisfy any material claims,
liabilities, obligations or litigation (absolute, accrued, asserted or unasserted, contingent
or otherwise) in an amount in excess of $500,000 individually or $2,000,000 in the
aggregate;

(xii) enter into any non-competition contract or odder contract
that purports to limit in any respect either the type of business in which Seller or any of
its Subsidiaries may engage or the manner or locations in which any of them may so
engage in any business, 1

(xiii) make any material change in the conduct of its businesses
or enter into any transaction other than in the Ordinary Course of Business, or

(xiv) authorize or enter into any agreement or otherwise make
any commitment to do any of the foregoing.

Notwithstanding anything in this Agreement to the contrary, in connection with the hiring or
promotion of its employees, Seller may grant options under the Seller 2006 Plan at fair market
value to purchase a maximum, in the aggregate, of (i) 50,000 shares of Seller Common Stock to
employees who are not officersplus (ii) the number of shares of Seller Common Stock subject to
stock options granted by Seller under the Seller 2006 Plan which are cancelled alter the date of
this Agreement without havingbeenexercised by the grantee,provided, that in all cases such
awards are made in the Ordinary Course of Business pursuant to award agreements that are
substantially similar in form to the form of option agreement for director-level employees of
Seller previously provided to Buyer for which vesting does not accelerate other than as a result
of a termination without Cause within one (1) year following a change of control.

(b) From the date of this Agreement through the Effective Time,
except as set forth in Section 4. l(b)of the Buyer Disclosure Schedule, or as expressly provided
by any other provision of this Agreement, Buyer shall, and shall cause each Subsidiary of Buyer
to: (i) maintain its existence in good standing under Applicable Laws; (ii) subject to the
restrictions and exceptions set forth in this Section 4.l(b), conduct its operations only in the
ordinary course of business consistent with past custom and practice, (iii) use commercially
reasonable efforts to keep available the services of its officers, employees and consultants and to
preserve its relationships with customers, suppliers and other Persons with which it has business

-41-
'MNORTHVA _ 080008/000002 . 385336 v30



relations as are reasonably necessary in order to preserve substantially intact its business
organization; and (iv) mainta in its  asse ts , including Owned Network Facilities  and Leased
Network Facilitie s , individua lly and in combina tion, in Good Condition and in compliance , in a ll
material respects, with performance standards, Industry Standards, Customer Requirements and
a ll Applicable  Laws. In addition, without limiting the  foregoing, from the  da te  of this
Agreement through the  Effective  Time, except as se t forth in S e ction 4.l(blof the  Buyer
Disclosure  Schedule , or as expressly provided by any other provision of this  Agreement, Buyer
shall not and sha ll not permit any Subsidiary of Buyer to, directly or indirectly, do, or agree  to
do, any of the  following:

(i) adopt or propose any change to the Buyer Organizational
Documents or the articles or certificate of incorporation and bylaws or like organizational
documents of each Subsidiary of Buyer,

(ii) (A) declare, set aside, make or pay any dividend or other
distribution (whether payable in cash, stock, property or a combination thereof) with
respect to any of the capital stock of Buyer or (B) enter into any agreement with respect
to the voting of the capital stock of Buyer or any of its Subsidiaries;

(ii i) (A) reclassify, combine, split or subdivide any capital stock
of Buyer or any of its Subsidiaries, or issue or authorize the issuance of any other
securities in respect of, in lieu of, or in substitution for, shares of such capital stock or
(B) redeem, purchase or otherwise acquire, directly or indirectly, any capital stock, other
equity interests or other securities of Buyer or any of its Subsidiaries, or

(iv) authorize or enter into any agreement or otherwise make
any commitment to do any of the foregoing.

(c) Nodding conta ined in this  Agreement shall give  to e ither party,
directly or indirectly, rights  to control or direct the  opera tions  of the  other party prior to the
Effective  Time  in viola tion of Applicable  Laws. Prior to the  Effective  Time , each pa rty sha ll
exercise , consistent with the terms and conditions of this Agreement, complete  control and
supervision of its  own opera tions.

SECTION 4.2. No S olicita tion.

(a) From the date hereof until the earlier of the Effective Time and the
termination of this Agreement, neither Seller nor Buyer shall, directly or indirectly, through any
officer, director, employee, agent or representative (including any investment banker, financial
advisor, attorney, accountant or other retained advisor) or Affiliate (collectively,
"Representatives"), (i) enter into a Contract, with respect to the Salle or other disposition, directly
or indirectly, of Seller or any of its Subsidiaries or any of their respective businesses (such
entities and businesses, collectively, the "Seller Business"), on the one hand, or Buyer or any of
its Subsidiaries or any of their respective businesses (such entities and businesses, collectively,
the "Buver Business"), on the other, or to a merger, share exchange, consolidation, acquisition or
sale of odder material assets, acquisition or sale of shares of capital stock or other equity interests,
recapitalization, reorganization or similar transaction involving the Seller Business or the Buyer
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Business, in each case, that, if consummated, would constitute or reasonably be expected to
constitute an Alternative Transaction (any inquiry or proposal regarding any of the foregoing
transactions, ah "AlternatiVe Transaction Proposal"), other than transactions contemplated by
this Agreement, including, theMerger, (ii) solicit, entertain, initiate, negotiate, encourage the
initiation of participate in or encourage proposals, discussions or negotiations with any Person
other than Buyer or Seller, as the case may be (any such other Person, an"Interested Partv"),
with respect to a potential Alternative Transaction or Alternative Transaction Proposal or
(iii) provide infonnation relating to the Seller Business or Buyer Business to any Interested Party
in connection with a potential Alternative Transaction. Seller terminated all discussions or
negotiations with any Person (other than Buyer) relating to an Alternative Transaction as of
July 23, 2007.

(b) From the date hereof until the earlier of the Effective Time and the
termination of this Agreement, Seller shall notify Buyer and Buyer shall notify Seller, as the case
may be, promptly (but in no event later Dian 24 hours) alter receipt of any Alternative
Transaction Proposal, or any material modification of or material amendment to any Alternative
Transaction Proposal or any request for nonpublic information relating to Seller or Buyer,
respectively, or any of their respective Subsidiaries relating to any Alternative Transaction
Proposal. Such notice to Buyer or Seller, as the case may be, shall be made orally and in writing,
and shall indicate the identity of the Person malting the Alternative Transaction Proposal or such
request and the material terms of any such Alternative Transaction Proposal or any material
modification or material amendment to an Alternative Transaction Proposal (including a copy
thereof if such Alternative Transaction Proposal or material modification or material amendment
is in writing). From the date hereof until the earlier of the Effective Time and the termination of
this Agreement, Seller shall keep Buyer and Buyer shall keep Seller reasonably informed on a
current basis of any material changes in the status and any rnaterid changes or modifications in
the terms of any such Alternative Transaction Proposal, indication or request. Seller or Buyer, as
the case may be, shall provide the other party with 48 hours prior written notice (or such lesser
prior notice as is provided to the members of its Board of Directors) of any meeting of its Board
of Directors at which its Board of Directors is reasonably expected to consider any Alternative
Transaction Proposal or Alternative Transaction.

(c) Notwithstanding anything to the contrary contained in
Section 4.2(a), in the event that, prior to the applicable Superior Proposal Termination Date,
Buyer or Seller, as the case may be, receives an unsolicited, bona fide written Alternative
Transaction Proposal that is determined (in accordance with Section 8.3(tt)) to be, or is
reasonably likely to lead to, a Superior Proposal, Buyer or Seller, as the case may be, may then
take the following actions prior to the applicable Superior Proposal Termination Date (but only
(1) if and to the extent that (y) its Board of Directors concludes in good faith, after consultation
with its outside legal counsel, that the failure to do so is reasonably likely to result in a breach of
its fiduciary obligations to its stockholders under Applicable Laws, and (z) Seller or Buyer, as
the case may be, has given the other party at least two (2) business days' prior written notice of
its intention to take any of the following actions and (2) if it shall not have breached in any
material respect any of the provisions of this Section 4.2):

(i) Furnish nonpublic information to the  Person or group of
Persons making such Superior Proposal,provided, tha t (A) prior to furnishing any such
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nonpublic information, it receives from such Person or group of Persons an executed
confidentiality and standstill agreement containing terms at least as restrictive as the
terms contained in the NondiSClOSUre AgreeMent, dated Julyfsi  2007;EetweenBuyet
and Seller (the " C D A") and (B) contemporaneously with furnishing any such nonpublic
information to such Person or group of Persons, it furnishes such nonpublic information
to the other party hereto (to the extent such nonpublic information has not been
previously so furnished to such party), and

(ii) Engage in discussions or negotiations with such Person or
group of Persons with respect to such Superior Proposal.

(d) Prior to the  applicable  Superior Proposal Termination Date , sole ly
in response to the  receipt of an unsolicited, bona fide  written Alternative  Transaction Proposal
which is  determined to be a  Superior Proposal prior to the  applicable  Superior Proposal
Termination Date , the  Board of Directors  of Buyer or Seller, as  applicable , may terminate  this
Agreement to enter into a  definitive  agreement with respect to a  Superior Proposal if a ll of the
following conditions  in clauses  (i) through (v) a re  met:

(i) the Superior Proposal has been made and has not been
withdrawn and continues to be a Superior Proposal,

(ii) Seller or Buyer, as the case may be, has (1) complied with
the provisions of Section 4.2(b) and Section 4.2(c) of this Agreement, (2) provided to the
other party two (2) business days' prior written notice which shall state expressly that it
intends to terminate this Agreement to enter into a definitive agreement with respect to a
Superior Proposal and shall include the most current version of such agreement (or a
description of all material terms and conditions thereof) and (3) during the
aforementioned period, if requested by the other party, engaged in good faith negotiations
so that the other party is able to make a revised proposal to amend this Agreement in such
a manner that the Alternative Transaction Proposal which was determined to be a
Superior Proposal no longer is a Superior Proposal,

(ii i) Buyer or Seller, as the case may be, does not make,
within two (2) business days of receipt of the other party's written notification of its
intention to enter into a binding agreement for such Superior Proposal, an offer that the
Board of Directors of Seller or Buyer, as the case may be, determines, in good faith after
consultation with a Financial advisor of nationally recognized reputation, is at least as
favorable to the Stockholders or the Buyer Stockholders, as the case may be, as the
Superior Proposal, it being understood that Seller or Buyer, as the case may be, shall not
enter into any such binding agreement during such two (2) business day period;

(iv) the Board of Directors of Seller or Buyer, as the case may
be, has determined in good fa ith, after consulta tion with its  outside  legal counsel, that, in
light of such Superior Proposal, the  fa ilure  of the  Board of Directors  to te rminate  this
Agreement to enter into a  definitive agreement with respect to a  Superior Proposal is
reasonably like ly to result in a  breach of its  fiduciary obliga tions to its  s tockholders  under
Applicable  Laws; and
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(v) Seller or Buyer, as the case may be, shall not have breached
in any material respect any of the provisions set forth in this Section 4.2.

(e) Nothing contained in this Section 4.2 shall prohibit Seller from
taking and disclosing to the Stocldiolders a position required by Rule 14e-2(a) or Rule 14d-9
promulgated under the Exchange Act.

(f) Buyer and its Subsidiaries, and Seller and its Subsidiaries,
respectively, shall use reasonable best efforts to cause all Persons other than Buyer or Seller,
respectively, who have been furnished confidential information regarding Seller or Buyer in
connection with the solicitation of or discussions regarding an Alternative Transaction Proposal
or Alternative Transaction within the twelve (12) month period prior to the date hereof promptly
to return or destroy such information. Each of Buyer and Seller agrees not to, and to cause their
respective Subsidiaries not to, release any Person from the confidentiality and standstill
provisions of any agreement to which Buyer and Seller or their respective Subsidiaries is a party
and to use reasonable best efforts to enforce to the fullest extent permitted by Applicable Laws
the provisions of any such confidentiality and standstill provisions.

(g) Buyer and Seller shall use reasonable best efforts to inform their
respective Representatives of the restrictions described in this Section 4.2. Any violation of the
restrictions set forth in this Section 4.2by any Representative of Buyer and its Subsidiaries, or
Seller and its Subsidiaries, shall be deemed to be a breach of this Section 4.2by Buyer or Seller,
as applicable.

SECTION 4.3. Financial Statements. Seller shall promptly provide Buyer with
all (a) quarterly statements of income and cash flows of Seller and its consolidated Subsidiaries
and (b) quarterly consolidated balance sheets of Seller and its Subsidiaries, in each case, for and
as of the end of all quarterly periods after the date hereof until the Effective Time, commencing
with the quarterly period ending September 30, 2007, as soon as reasonably practicable after
such financial statements are prepared.

SECTION 4.4. Seller Stockholders' Agreement. Seller shall take all actions
necessary to cause the Stockholders' Agreement, dated as of January 6, 2006, by and among
Seller and each of the Stockholders listed as parties thereto to be terminated effective
immediately prior to the Effective Time pursuant to, and to the extent provided in, an
amendment to the Stockholders' Agreement among Seller and each of the Stockholders listed as
a party thereto, substantially in the form attached hereto as Exhibit 4.4 (the "Amendment to
Stockholders' Agreement").

SECTION 4.5. Seller Registration Rights Agreement. Seller shall take all
actions necessary to cause the Registration Rights Agreement, dated as of January 6, 2006, by
and among Seller and each of the Stocldiolders listed as parties thereto to be terminated
immediately prior to the Effective Time pursuant to, and to the extent provided in, an
amendment to the Registration Rights Agreement among Seller and each of the Stockholders
listed as a party thereto, substantially in the form attached hereto asExhibit 4.5 (the
"Amendment to Registration Rights Agreement").
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SECTION 4.6. Amendment of Seller Form S-1. Se lle r sha ll not amend its
Regis tra tion Statement on Form S -l (Re gis tra tion No. 333-141490) without the  prior written
consent of Buyer.

SECTION 4.7. Amendment of Seller Form S-4. Seller shall not amend its
Registration Statement on Form S-4 (Registration No. 333-141581) without the prior written
consent of Buyer.

SECTION 4.8. Minority Inte re s t Dispos ition. On or before  the  Closing Date ,
Seller shall take a ll actions necessary to transfer or otherwise  dispose of its  equity interest in
WSW 1995 Exchange Fund, L.P. (the "Minority Inte re s t Dispos ition").

ARTICLE V

ADDITIONAL AGREEMENTS

SECTION 5. 1. Seller Stockholder Approval, Buver Stockholder Approval,
Preparation of the Form S-4.

(a ) On or before  5:00 p.m., New York City time , on the  firs t (l 5i)
business day after the date  of execution of this Agreement, Seller shall seek the Seller
Stockholder Approval by the Written Consents to be executed and delivered by the Consenting
Stockholders evidencing the adoption of this Agreement and the approval of the transactions
contempla ted hereby, including the  Merger. In connection with the  Se lle r S tockholder Approval,
Seller shall comply with a ll disclosure  and other obliga tions to the  Stockholders  under the  DGCL
and any other Applicable  Laws. Without limiting the  genera lity of the  foregoing, Se lle r agrees
tha t its  obliga tions  in this S e ction 5.l(a l shall not be affected by the commencement, public
proposal, public disclosure  or communication to Seller of any Alternative  Transaction Proposal
or Alte rna tive  Transaction. Unless  Buyer and Se lle r otherwise  agree  in writing, within five  (5)
business days a lter the  date  of the  Seller Stockholder Approval, Seller shall send to a ll
Stockholders other than the Consenting Stockholders the notice of the Seller Stockholder
Approval contempla ted in Section 228(e) of the  DGCL, which notice  sha ll be  in form and
substance  reasonably sa tisfactory to Buyer. Any solicita tion or s imilar disclosure  circula ted to
the  Stocldiolders shall be  in ism and substance reasonably sa tisfactory to Buyer and shall
include the  recommendation of the  Board of Directors of Seller that the  Stockholders vote  in
favor of adoption of this Agreement and approval of the  transactions contemplated hereby,
including the  Merger. Notwiths tanding the  foregoing, nothing he re in sha ll limit a  pa rty's  right to
terminate  this Agreement pursuant to Section 7.1.

(b) As soon as reasonably practicable following the date of this
Agreement, Buyer shall prepare and file with the SEC the Form S-4, including the Proxy
Statement/Prospectus forming a part thereof Buyer shall use reasonable best efforts to have the
Form S-4 declared effective under the Securities Act as promptly as practicable using reasonable
best efforts after such filing. Buyer shall use reasonable best efforts to cause the Proxy
Statement/Prospectus to be mailed to the Stockholders and Buyer Stockholders as promptly as
practicable using reasonable best efforts alter the Form S-4 is declared effective under the
Securities Act. Subject to the last sentence ofSection 5.1(c), the Proxy Statement/Prospectus
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shall contain the Buyer Recommendation. Buyer shall also take any action (other than
qualifying to do business in any jurisdiction in which it is not now so qualified or filing a general
consent to seMce of process) required to be taken under any applicable state securities laws in
correction with the issuance and reservation of shares of Buyer Common Stock in die Merger
and the conversion of Seller Options into Adjusted Options. Seller shall furnish all information
concerning Seller and the Stockholders and holders of Seller Options as may be reasonably
requested by Buyer in connection with Buyer's obligations under this Section 5.l(b). No filing
of, or amendment or supplement to, the Form S-4 or the Proxy Statement/Prospectus and no
response to SEC comments thereon shall be made by Buyer without Seller's prior consent
(which shall not be unreasonably withheld, delayed or conditioned) and without providing Seller
the opportunity to review and comment thereon unless Buyer would be in violation of Applicable
Laws if it were to delay such filing, amendment or supplement in order to receive such prior
consent (provided, that Buyer shall use its reasonable best efforts to provide Seller with the
opportunity to review and comment thereon). Buyer shall advise Seller, promptly alter it
receives oral or written notice diereof, of the time when the Form S-4 has become effective or
any supplement or amendment has been filed, the issuance of any stop order, the suspension of
the qualification of the Buyer Common Stock issuable in connection with the Merger for offering
or sale in any jMsdiction, or any oral or written request by the SEC for amendment of the Proxy
Statement/Prospectus or the Form S-4 or comments thereon and responses thereto or requests by
the SEC for additional information, and shall promptly provide Seller with copies of any written
communication from the SEC or any state securities commission. Buyer shall prepare any
written response to any such SEC comments, subject to Seller's right to review and comment
thereon as provided herein. If at any time prior to the Effective Time any information relating to
Buyer or Seller or any of their respective Affiliates, stockholders, officers or directors should be
discovered by Buyer or Seller which should be set forth in an amendment or supplement to either
the Proxy Statement/Prospectus or the Form S-4, so that any of such documents would not
include any misstatement of a material fact or omit to state any material fact necessary to make
the statements therein, in the light of the circumstances under which they were made, not
misleading, the party which discovers such information shall promptly notify the other parties
hereto and an appropriate amendment or supplement describing such information shall be
promptly filed with the SEC and, to the extent required by Applicable Laws, disseminated to the
Stockholders and the Buyer Stockholders.

(c) As promptly as reasonably practicable alter the Form S-4 is
declared effective under the Securities Act, Buyer shall duly call, give notice of, convene and
hold a meeting of its stockholders (the "Buver Stockholders Meeting") in accordance with the
DGCL and Buyer's Organizational Documents for the purpose of obtaining the Buyer
Stockholder Approval and shall, through its Board of Directors but subj et to the last sentence of
this Section 5. l(cl, recommend to the Buyer Stockholders, and use commercially reasonable
efforts to solicit from the Buyer Stockholders proxies in favor of, the approval of the issuance of
the Buyer Common Stock in the Merger pursuant to this Agreement. Buyer shall ensure that the
Buyer Stocldiolders Meeting is called, noticed, convened, held and conducted, and that all
proxies solicited in connection with the Buyer Stockholders Meeting are solicited in compliance
with Applicable Laws and with the Buyer Organizational Documents. Without the prior written
consent of Seller, the Buyer Stockholder Approval and the Annual Meeting Proposals shall be
the only matters which Buyer shall propose to be acted on by the Buyer Stocldiolders at the
Buyer Stockholders Meeting. Notwithstanding any other provision of this Agreement to the
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contrary, if Buyer is required under Applicable Laws to submit additional matters to a vote of the
Buyer Stocldiolders to permit the consummation of the Merger and the other transactions
contemplated by this Agreement, Buyer shall be authorized and required hereunder to submit
approval of such matters to the Buyer Stockholders. The term "Buyer Stockholder Approval" as
used herein shall be deemed to include reference to approval of such matters by a vote of the
Buyer Stockholders, the term "Buyer Stockholders Meeting" as used herein shall be deemed to
include reference to submission of such matters to a vote of the Buyer Stocldiolders, and any
representation and warranty by Buyer herein with respect to stockholder votes or consents
required to be obtained by Buyer shall be deemed to refer to such matters. Nothing contained in
this Section 5. 1(c) or any other provision of this Agreement shall prohibit Buyer's Board of
Directors from making a Change of Recommendation to the Buyer Stockholders hereunder if
Buyer's Board of Directors, after consultation with legal counsel, determines in good faith that
such action is necessary for Buyer's Board of Directors to comply with its fiduciary duties under
Applicable Laws.

SECTION 5.2. Accountant's Letters. Each of Seller and Buyer shall use their
commercially reasonable efforts to cause to be delivered to the other party two letters lion their
respective independent registered public accounting firms, one dated approximately as of the
date the Form S-4 is declared effective and one dated approximately as of the Closing Date, each
addressed to the other party, in form and substance reasonably satisfactory to the other party and
customary in scope and substance for comfort letters delivered by independent registered public
accounting finns in connection with registration statements similar to the Form S-4.

S ECTION 5.3. Acces s  to  In fo rmation . Con tiden tia liW.

(a) Subject to die CDA and Applicable Laws, each of Buyer and Seller
shall, and shall cause each of their respective Subsidiaries to, afford to the other party and to the
Representatives of such other party, reasonable access, at all reasonable times on reasonable
notice during the period prior to the Effective Time, to all their respective properties, books,
contracts, commitments, personnel and records (provided, that such access shall not
unreasonably interfere with the business or operations of such party) and, during such period and
subject to the CDA and Applicable Laws, each of Buyer and Seller shall, and shall cause each of
their respective Subsidiaries to, make available to the other party (i) a copy of each material
report, schedule, registration statement and other document filed by it during such period
pursuant to the requirements of federal or state securities laws and (ii) all other material
information concerning its business, properties and personnel as such other party may reasonably
request. Seller shall provide Buyer with access to information from Seller's books and records
regarding (i) Seller's adjusted tax basis and accumulated depreciation for U.S. federal income tax
purposes of each class of assets of each of Seller and each of its Subsidiaries and (ii) excess loss
accounts of Seller or any of its Subsidiaries (under Code Section 1502), if any, in each case as of
December 31, 2006, and, to the extent possible, for the period from December 31 , 2006 through
December 3 l , 2007. No review pursuant to this Section 5.3(a) shall affect or be deemed to
modify any representation or warranty contained herein, the covenants or agreements of the
parties hereto or the conditions to the obligations of the parties hereto under this Agreement.
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(b) Each of Buyer and Seller shall hold and keep confidentia l, and
shall cause their respective Representatives and Affilia tes to hold and keep confidentia l, any
nonpublic information iN accordanCewi/i18 li<?ferms Of the CDA.

SECTION 5.4. Reasonable Best Efforts.

(a) Upon due terms 0£ and subject to the conditions set forth in this
Agreement, and except as otherwise expressly specified in this Agreement, each of the parties
agrees to use its reasonable best efforts to take, or cause to be taken, all actions, and to do, or
cause to be done, and to assist and cooperate with the other parties in doing, all things necessary,
proper or advisable under this Agreement and Applicable Laws to consummate and make
effective, in the most expeditious maier practicable, the Merger and the other transactions
contemplated by this Agreement, including using reasonable best efforts (i) to prepare and tile all
documentation to effect all necessary applications, notices, petitions, filings and other documents
and to obtain, as promptly as practicable, all waivers, consents, clearances, licenses, orders,
registrations, permits, approvals and authorizations necessary or advisable to be obtained iron
any third Person and/or Governmental Entity in order to consummate the Merger and each other
transaction contemplated by this Agreement, including all filings required under the HSR Act
and Communications Laws and any other necessary antitrust, competition or similar laws of any
foreign jurisdiction, (ii) subject to the terms of Section 5.4(c), to take all reasonable steps as may
be necessary to obtain all such material waivers, consents, clearances, licenses, orders,
registrations, permits, approvals, and authorizations as are necessary or advisable to consummate
the transactions contemplated by this Agreement, including the Merger,provided, that neither
party shall be required to offer or agree to an order that requires (A) the divestiture of any
properties, assets, operations or businesses, (B) holding separate any properties, assets,
operations or businesses, pending the satisfaction or termination of any conditions, restrictions or
agreements affecting ownership of any such assets (or any portion thereof) and/or (C) satisfying
any additional conditions imposed by any Governmental Entity with respect to the Merger and
the other transactions contemplated by this Agreement if such divestihlre, hold separate
requirement and/or satisfaction of additional conditions would, individually or in the aggregate,
reasonably be expected to have a Buyer Material Adverse Effect after the Merger, (iii) to defend
any lawsuits or other legal proceedings, whether judicial or administrative, challenging this
Agreement or the consummation of the transactions contemplated by this Agreement, including
promptly seeking to have any stay or temporary restraining order entered by any court or other
Governmental Entity vacated or reversed, and (iv) to execute and deliver any additional
instruments necessary to consummate the transactions contemplated by, and to fully carry out the
purposes of this Agreement. In furtherance of the foregoing, the parties shall cooperate and use
reasonable best efforts to determine and agree upon, within two (2) weeks of the date hereof, a
list of those Governmental Entities in foreign jurisdictions, if any, to which it may be necessary
or appropriate to submit any filings, notifications or registrations or take any other actions in
connection with regulatory or legal requirements of such Governmental Entities relating to the
transactions contemplated hereby,provided, that the foregoing shall not affect or otherwise
modify the closing conditions in Section 6.l(bl and Section 6.l(c). Subject to Applicable Laws
relating to the exchange of information, Seller and Buyer shall have the right to review in
advance, and to the extent reasonably practicable each party shall consult with the other party on,
all of the information relating to Seller and its Subsidiaries or Buyer and its Subsidiaries, as the
case may be, that appears in any filing made with, or written materials submitted to, any

_49-
\\\'NORTHVA . 080008/000002 . 385386 v30



Governmental Entity in connection with the Merger and the other transactions contemplated by
this Agreement.

(b) Each of Buyer and Seller shall keep the other party reasonably
apprised of the status of matters relating to the completion of the Merger and the other
transactions contemplated hereby and work cooperatively in connection with the efforts
referenced above in obtaining all required approvals or consents of all Governmental Entities,
including, the SEC, FCC, the Federal Trade Commission and/or the United States Department of
Justice. In that regard, each party shall without limitation: (i) promptly notify the other party of,
and if in writing, furnish the other party with copies of (or, in the case of oral communications,
advise the other party orally of) any communications from or with any Governmental Entity with
respect to the Merger or any of the other transactions contemplated by this Agreement, (ii)
permit the other party to review and discuss in advance, and consider in good faith the views of
the other party in connection with, any proposed written (or any proposed oral) communication
with any such Governmental Entity with respect to the Merger or any of die other transactions
contemplated by this Agreement, (iii) not participate in any meeting or oral communication with
any such Governmental Entity with respect to the Merger or any of the other transactions
contemplated by this Agreement unless such party consults with the other party in advance and,
to the extent permitted by such Governmental Entity, gives the other party the opportunity to
attend and participate thereat, (iv) furnish the other party with copies of all correspondence,
filings and communications (and memoranda setting forth the substance thereof)betweensuch
party and any such Governmental Entity with respect to the Merger or any of the other
transactions contemplated by this Agreement, and (v) furnish the other party with such necessary
information and reasonable assistance as the other lady may reasonably request in connection
with its preparation of necessary filings or submissions of information to any such Governmental
Entity. Each of Buyer and Seller may, as each deems advisable and necessary, reasonably
designate any competitively sensitive material provided to the other under this Section 5.4 as
"outside counsel only." Such material and the information contained therein shall be given only
to the outside legal counsel of die recipient and shall not be disclosed by such outside counsel to
employees, officers, or directors of the recipient unless express permission is obtained in
advance from the source of the materials (Buyer or Seller, as the case may be) or its legal
counsel.

(c) In connection with the filings referenced in Section 5.4(al and
Section 5.4 (b), the parties shall cooperate with each other and use their respective reasonable
best efforts to promptly prepare and file all necessary documentation, to effect all applications,
notices, petitions and filings, to obtain as promptly as practicable all permits, consents, approvals
and authorizations of all Governmental Entities that are necessary or advisable to consummate
the Merger and the other transactions contemplated by this Agreement, and to comply with the
terms and conditions of all such permits, consents, approvals and authorizations of all such third
Persons or Governmental Entities.

(d) Notwithstanding the foregoing, nothing contained in this
Section 5.4 shall be deemed to require Buyer or Seller to take any action, or commit to take any
action, or agree to any condition or restn'ction, in connection with obtaining the foregoing
permits, consents, approvals and authorizations of Governmental Entities, which would,
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individually or in the aggregate, reasonably be expected to have a Buyer Material Adverse Effect
after the consummation of the Merger at the Effective Time.

SECTION 5.5. Indemnification and Insurance.

(a ) For a  period of s ix (6) years  a fte r the  Effective  Time, Buyer sha ll,
and sha ll cause  the  Surviving Corpora tion to, (i) mainta in the  indemnifica tion provisions
conta ined in the  certifica te  of incorpora tion and the  bylaws of the  Surviving Corpora tion as of
the  Effective  Time , to the  extent pe rmitted by Applicable  Laws and (ii) fulfill and honor in a ll
respects  the  obliga tions of the  Surviving Corpora tion pursuant to any indemnifica tion
agreements between Seller, and any of its present or fanner directors, officers and employees
(the  "Indemnified Pa rtie s") in e ffect immedia te ly prior to the  Effective  Time, subject to
Applicable  Laws.

(b) For a period of six (6) years after the Effective Time, Buyer shall
use reasonable best efforts to cause to be maintained in effect the current policies of directors '
and officers' and fiduciary liability insurance maintained by Seller with respect to claims arising
Hom facts or events which occurred on or before the Effective Time (including those related to
this Agreement and the transactions contemplated hereby),provided, that Buyer may substitute
therefor policies providing at least the same coverage and amounts containing terms and
conditions which are no less advantageous in any material respect to the former officers and
directors of Seller with respect to claims arising from facts or events which occurred at or before
the Effective Time, andprovided, further, that if the aggregate annual premiums for any such
policies at any time during such period shall exceed 200% ofthe per annum premium rate paid
by Seller and its Subsidiaries as of the date hereof for such policies (the "Maximum Premium"),
then Buyer shall be required to provide only as much coverage as is then available at the
Maximum Premium.

SECTION 5.6. Fees and Expenses. Except a s  se t forth in this Section 5.6, a ll
fees and expenses incurred in connection with the Merger, this Agreement and the transactions
contemplated by this Agreement shall be paid by the party incurring such fees or expenses,
whether or not the Merger is consummated, except that Seller and Buyer shall each bear and pay
one-half of the aggregate costs and expenses incurred (other than attorneys' fees, accountants'
fees and re la ted expenses) in connection with (a) the  filing of a ll notices and/or petitions for
regula tory approval required by the  FCC and re levant s ta te  public service  or public utility
commissions or s imilar s ta te  regula tory bodies and (b) the  filings of the  premerger notifica tion
and report forms under the  HSR Act and any applicable  antitrust, competition or s imilar laws of
any fore ign jurisdiction (including filing fees).

SECTION 5.7. Public Announcements. Not later than the business day
immediately following the execution of this Agreement, Buyer shall issue a press release, in
form and substance reasonably satisfactory to Seller, announcing its entry into this Agreement
and shall file with the SEC a Current Report on Form 8-K attaching this Agreement as an
exhibit. Neither Seller nor Buyer shall, and neither Seller nor Buyer shall permit any of their
respective Subsidiaries to, issue or cause the publication of any press release or other public
announcement with respect to, or otherwise make any public statement concerning, the
transactions contemplated by this Agreement, including the Merger, without the prior consent
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(which consent shall not be unreasonably withheld, conditioned or delayed) of Buyer, in the case
of a proposed announcement or statement by Seller or any of its Subsidiaries, or Seller, in the
case of a proposed announcement or statement by Buyer or any of its Subsidiaries,provided
however, that Buyer may, without the prior consent of Seller (but alter prior consultation with
Seller to the extent reasonably practicable under the circumstances) issue or cause the
publication of any press release or odder public announcement to the extent required by
Applicable Laws or by the NASDAQ Marketplace Rules

S ECTION 5.8. Lis ting. Buye r sha ll use  re a sona ble  be s t e fforts  to ca use  the
Buye r Common S tock is sua ble  unde r Artic le  II, a nd those  sha re s  of Buye r Common S tock
re quire d to be  re se rve d for is sua nce  in conne ction with the  Me rge r, to be  a uthorize d for lis ting on
the  NAS DAQ, upon officia l notice  of is sua nce

SECTION 5.9. Actions With Respect to Seller Notes. On or prior to the
Closing Date, Buyer shall transfer or cause to be transferred to or for the account of Seller funds
in an amount sufficient to permit Seller to redeem in full all of its outstanding 10%% Senior
Second Secured Notes due 2011 (die "Seller Notes") pursuant to Section 5(a) of the Seller Notes
On the Closing Date, Seller shall deposit such funds pursuant to the Indenture, dated as of
September 26, 2006, among Seller, the Guarantors (as defined in the Indenture) party thereto and
U.S. Bank National Association, as trustee and collateral agent (the "Seller Notes Trustee")
relating to the Seller Notes (the "Indenture"), for application to redeem in full all of die
outstanding Seller Notes pursuant to Section 5(a) of the Seller Notes. On the Closing Date, upon
receipt of such funds from or at the direction of Buyer, Seller shall use its reasonable best efforts
to cause the Seller Notes Trustee to execute and deliver to Seller, on the Closing Date or as soon
thereafter as reasonably practicable, the proper instruments evidencing the redemption of the
Seller Notes and the discharge of the Indenture as provided in Section 8.02 thereof (the "Seller
Notes Redemption")

SECTION 5.10. Convevance Taxes. Seller and Buyer shall cooperate in the
preparation, execution and filing of all returns, questionnaires, applications or other documents
regarding any real property transfer or gains, sales, use, transfer, value added, stock transfer and
stamp taxes, any transfer, recording, registration and other fees or any similar taxes which
become payable in connection with the transactions contemplated by this Agreement that are
required or permitted to be filed on or before the Effective Time

S ECTION 5.11. Emplove e  Be ne fits

(a ) Until the  twelve  (12) month anniversary of the  Effective  Time (the
Benefits  Continua tion Period"), and subject to the last sentence of this Section 5.1 l(a l, Buyer

shall provide , or shall cause  the  Surviving Corporation or any of their respective  Subsidiaries to
provide , for those  employees of Seller and its  Subsidiaries who continue from time to time
during the  Benefits  Continuation Period as employees of Buyer, the  Surviving Corporation or
any of their respective  Subsidiaries (the "Continuing Emplovees"), compensation and employee
benefits  (the "Pos t-Clos ing Bene fits") that are no less favorable in the aggregate than the
compensation and employee benefits  to which such Continuing Employee is  entitled
immedia te ly prior to the  Effective  Time under the  Selle r Benefit P lans (the "P re -Clos ing
Be ne fits "). Nothing here in sha ll limit the  right of Buyer or any of its  Subsidia ries  to te rmina te
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the employment of any Continuing Employee at any time or require Buyer or any of its
Subsidiaries to provide any such employee benefits, rates of base salary or hourly wages or
annual bonus opportunities for any period following any such termination.

(b) Following the Closing Date, Buyer shall, and shall cause its
Affiliates to, (i) credit the Continuing Employees' service with Seller, or any predecessor
employers to Seller, to the extent credited under the analogous Pre-Closing Benefits, as service
for purposes of eligibility, vesting and benefit accrual under the Post-Closing Benefits,provided,
however, that in no event shall the Continuing Employees be entitled to any credit (A) for
purposes of benefit accrual under any defined benefit retirement plan, @) for any new program
for which credit for service prior to the effective date of such program is not given to a similarly
situated employee of Buyer or (C) to the extent that such credit would result in duplication of
benefits with respect to die same period of service, (ii) cause any and all pre-existing condition
limitations, eligibility waiting periods, active employment requirements and requirements to
show evidence of good health under the Post-Closing Benefits, to the extent that such conditions,
exclusions and waiting periods would have been waived or satisfied under the analogous Pre-
Closing Benefits in which such Continuing Employees participated immediately prior to the
Closing Date, to be waived with respect to such Continuing Employees and such Continuing
Employees' spouses and eligible dependents who become participants in the Post-Closing
Benefits and (iii) give credit for or otherwise take into account under the Post-Closing Benefits
the out-of-pocket expenses and annual expense limitation amounts paid by Continuing
Employees under the analogous Pre-Closing Benefits for the year in which the Closing Date
occurs.

(c) Seller agrees that, after written notice by Buyer given no later than
fifteen (15) business days prior to the Closing Date, which notice shall include executed copies
of such actions as may be reasonably necessary to ensure that the Continuing Employees shall
participate in a qualified retirement plan of Buyer meeting the requirements of Section 401(k) of
the Code immediately following the Closing Date on terms consistent with this Section 5.1 l,
Seller's Board of Directors shall adopt resolutions terminating, effective at least two (2) days
prior to the Closing Date, any Seller Benefit Plan which is intended to meet the requirements of
Section 401(k) of the Code. If Buyer so notifies Seller, at the Closing, Seller shall provide Buyer
with executed resolutions of Seller's Board of Directors authorizing such termination.

SECTION 5.12. Affilia te s .

(a) Seller shall use commercially reasonable efforts to cause each
Person who is, in Buyer's reasonable judgment, an "affiliate" of Seller widiin the meaning of
Rule 145 promulgated under the Securities Act ("Rule 145 Affiliates") to deliver to Buyer, as
soon as reasonably practicable, a written agreement substantially in the form attached hereto as
Exhibit 5. l2(a) ("Affiliate Letter"). Buyer shall be entitled to place appropriate legends in the
forms set forth in the Affiliate Letter on the certificates evidencing any shares of Buyer Common
Stock to be received by Rule 145 Affiliates in die Merger reflecting the restrictions set forth in
Rule 145 promulgated under the Securities Act and to issue appropriate stop transfer instructions
to the transfer agent for the Buyer Common Stock.



(b) Seller shall use commercially reasonable efforts to cause each
Person set forth on Section 5.l2(b) of the Buyer Disclosure Schedule to deliver to Buyer,
immediately after the execution hereof, a written agreement substantially in the form attached
hereto as Exhibit 5.l2(b) ("Lock-Up Letter").

SECTION 5.13. Notification of Certain Matters. Seller shall give prompt
written notice to Buyer of the occurrence, or failure to occur, of any event, which occurrence or
failure to occur would reasonably be expected to cause (a)(i) any representation or warranty of
Seller contained in dies Agreement that is qualified as to "materiality" or "Material Adverse
Effect" to be untrue or inaccurate in any respect or (ii) any other representation or warranty of
Seller contained in this Agreement that is not qualified as to "materiality" or "Material Adverse
Effect" to be untrue or inaccurate in any material respect, in each case at any time from and after
the date of this Agreement until the Effective Time, or (b) any material failure of Seller to
comply with or satisfy any covenant, condition or agreement to be complied with or satisfied by
it under this Agreement. In addition, Seller shall give prompt notice to Buyer of any change or
event having, or which would, individually or in the aggregate, reasonably be expected to have, a
Seller Material Adverse Effect or which would reasonably be expected to result in the failure of
any of the conditions set forth in Article VI to be satisfied.

SECTION 5. 14. Corporate Actions. By the close of business on the day
immediately after the date hereof, Buyer, as the holder of all of the outstanding shoes of capital
stock of Merger Sub, shall adopt this Agreement and approve the transactions contemplated
hereby, including the Merger. -

SECTION 5.15. Real Property Interests. If, prior to the Closing, Seller shall
deliver to Buyer a written certification (in such form as may be reasonably requested by the
counsel to Buyer) conforming to the requirements of Treasury Regulations Sections 1.1445-
2(c)(3) and 1.897-2(h) and, simultaneously with delivery of such certificate, a form of notice to
the Internal Revenue Service in accordance with the requirements of Treasury Regulations
Section 1.897-2(h)(2), Buyer and Exchange Agent shall not be entitled to deduct and withhold
(pursuant to Section 2.4(h)i Tax under Section l445(a) of the Code as to which withholding is
not required pursuant to the provisions of Treasury Regulations Sections 1.445-2(c)(3) with
respect to any Person who is a holder of Seller Common Stock at the Effective Time. If Seller
does not deliver such certification and notice, Buyer and Exchange Agent are entitled to deduct
and withhold (pursuant to Section 2.4(hll Tax under Section l 445(a) of the Code except to the
extent that withholding is not required pursuant to the provisions of Treasury Regulations
Section 1.1445-2(b)(2) with respect to any Person who is a holder of Seller Common Stock at the
Effective Time and who provides a non-foreign affidavit, sworn under penalty of perjury,
complying with the provisions of Treasury Regulations Section l.l445-2(b)(2) and in such form
as may reasonably be requested by the counsel to Buyer, stating that such Person is not a
"foreign person" as defined in Code Section 1445.

SECTION 5. 16. New Registration Rights Al2.1°eement. At or prior to the Closing,
Buyer shall use commercially reasonable efforts to enter into a registration rights agreement with
the Seller Funds having substantially the terms set forth inExhibit 5. 16 attached hereto (the
"Registration Rights Provisions").
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SECTION 5.17. Code Section 280G Shareholder Approval. Prior to Closing,
Seller shall use reasonable efforts to obtain the approval of the Stockholders, consistent with the
requirements of Section 280G(b)(5)(B) of the Code and the regulations thereunder, for any
compensation or other payment payable under any Contract with any employee or former
employee of Seller or its Subsidiaries that would give rise to any "excess parachute payment," as
that term is defined in Section 280G(b) of the Code. Buyer shall be given a reasonable
opportunity to review and comment on the disclosure document required by Q&A7 of the
regulations adopted under Section ZSOG of the Code, and any such comments shall be given
reasonable consideration by Seller.

SECTION 5. 18. Section 16(bl. The Board of Directors of Buyer, or a
committee of Non-Employee Directors thereof (as such term is defined for purposes of Rule 16b-
3(b)(3) under the Exchange Act), shall adopt a resolution before the Effective Time providing
that the acquisition by any Stocldiolder, who shall become or have a right to designate a director
of Buyer as of the day immediately following the Closing Date, of Buyer Common Stock and/or
Adjusted Options, in each case pursuant to the transactions contemplated by this Agreement,
including the Merger, are intended to be exempt from liability pursuant to Rule l 6b-3 under the
Exchange Act. The Board of Directors of Seller, or a committee of Non-Employee Directors
thereof (as such term is defined for purposes of Rule l6b-3(b)(3) under the Exchange Act), shall
adopt a resolution before the Effective Time providing that the disposition by any such
Stocldiolder of shares of Seller Common Stock in exchange for shares of Buyer Common Stock,
and of Seller Options upon assumption and conversion into Adjusted Options, in each case
pursuant to die transactions contemplated by this Agreement, including the Merger, are intended
to be exempt from liability pursuant to Rule l 6b-3 under the Exchange Act.

SECTION 5.19. Debt Agreements. Buyer and Seller shall cooperate in the
preparation, execution and filing of such documents and the taking of such other actions as shall
be necessary or appropriate to enable Seller and its Subsidiaries, as of the Effective Time, to
become parties to and guarantors of Buyer's obligations under, and (in the case of the
agreements referred to in clause (a) below) to pledge their properties and assets in accordance
with, (a) the Credit Agreement, dated as of February 28, 2007, as amended effective as of July
10, 2007, and the security agreements, the pledge agreement and the other agreements ancillary
thereto, among Buyer, as borrower, the lenders from time to time party thereto, Merill Lynch,
Pierce, Fanner & Smith Incorporated, as syndication agent, CIT Lending Services Corporation,
as documentation agent, and Deutsche Bank Trust Company Americas, as administrative agent,
and (b) the Indenture, dated as of July 10, 2007 among Buyer, the guarantors named therein and
The Bank of New York, as trustee.

ARTICLE VI

CONDITIONS  P RECEDENT

SECTION 6. 1. Conditions to Each Party's  Obliga tion to Effect the  Merger. The
obligation of each party to effect the  Merger is  subject to the  sa tisfaction or waiver a t or prior to
die  Clos ing of the  following conditions :
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(a ) Stockholder Approva l. Each of the  Se lle r S tockholder Approva l
and the Buyer Stockholder Approval shall have been obtained.

Antitnls t Waiting Pe riods. The  waiting periods  (and any
extensions thereof) and any approvals applicable  to the Merger under the HSR Act shall have
been terminated or shall have expired or shall have been obtained, as applicable.

(b)

(c) Regulatory Approvals. All regulatory approvals shall have been
obtained, including (i) the authorization required to be obtained from the FCC for the
consummation of the Merger, (ii) all approvals, if any, required to be obtained (A) with or from
any state public service or public utility commissions or similar state regulatory bodies listed in
Section 3.l(c)(v)(E) of the Seller Disclosure Schedule or Section 3.2(c)(iv)(D) of the Buyer
Disclosure Schedule, or (B) with or from any foreign governments, in each case in connection
with the consummation of the Merger and the transactions contemplated by this Agreement
(except in the case of this clause (B), for any failures to obtain such approvals which would not,
individually or in the aggregate, reasonably be expected to have a Buyer Material Adverse Effect
(determined for purposes of this clause (B) after giving effect to the Merger)).

(d) No Injunctions or Restraints. No judgment, order, decree, statute,
law, ordinance, rule or regulation, or other legal restraint or prohibition, entered, enacted,
promulgated, enforced or issued by any court or other Governmental Entity of competent
jurisdiction shall be in effect that makes illegal or prohibits the consummation of the transactions
contemplated by this Agreement.

(e) Form S-4. The Form S-4 shall have been declared effective under
the Securities Act, and no stop order or proceedings seeldng a stop order shall have been initiated
or, to the Knowledge of Buyer or Seller, threatened by the SEC.

(f) Listing. The shares of Buyer Common Stock issuable to the
Stockholders pursuant to Article II shall have been authorized for listing on NASDAQ (or any
successor stock exchange thereto) upon official notice of issuance.

SECTION 6.2. Conditions  to Obliga tion of Se lle r. The  obliga tion of Se lle r to
effect the  Merger is  further subj e t to sa tisfaction or waiver a t or prior to the  Closing of the
following conditions  :

(a) Representations and Warranties. The representations and
warranties of Buyer and Merger Sub set forth herein shall be true and correct (without giving
effect to any limitation as to "materiality" or "Material Adverse Effect" set forth therein (other
than the representation set forth in Section 3.2(fl(ii), which shall be read with the Material
Adverse Effect qualiflcation)) both when made and at and as of the Closing Date, as if made at
and as of such time (except to the extent expressly made as of an earlier date, in which case as of
such date), except where the failure of such representations and warranties to be so the and
correct (without giving effect to any limitation as to "materiality" or "Material Adverse Effect"
set forth therein (other than the representation set forth in Section 3.2(f)(ii1, which shall be read
with the Material Adverse Effect qual1 cation)) does not have, individually or in the aggregate, a
Buyer Material Adverse Effect.
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(b) Performance of Obligations of Buver and Merger Sub. Each of
Buyer Merger §_ub shall have _Qg11lormed_L_or §99£1@QMM, in_gll_material res ects, all _
obligations required to be performed or complied with by it under this Agreement at or prior to
the Closing Date.

(c) No Mate ria l Adverse  Effect. No Buye r Ma te ria l Adve rse  Effect
shall have occurred since the date of this Agreement and be continuing.

(d) Officers' Certificate. Seller shall have received an officers '
certificate duly executed by each of the chief executive officer and chief financial officer of
Buyer to the effect that the conditions set forth in Section 6.2(al and Section 6.2(bl have been
satisfied.

(e) Board Composition. As of the Effective Time, Buyer shall have
taken the actions provided for in Section 1.7 and shall have delivered to Seller a counterpart
signature page of the Board Membership Agreement, duly executed by Buyer.

SECTION 6.3. Conditions to Obligation of Buver and Merger Sub. The
obligations of Buyer and Merger Sub to effect the Merger are further subj et to satisfaction or
waiver at or prior to the Closing of the following conditions:

(a) Representations and Warranties. Except for the representations
and warranties of Seller set forth in Section 3.1(il(viii) and Section 3.1(il(xiil, the representations
and warranties of Seller set forth herein shall be true and correct (without giving effect to any
limitation as to "materiality" or "Material Adverse Effect" set forth therein (other than the
representation set forth in Section 3.l(fyiil, which shall be read with the Material Adverse Effect
qualification)) both when made and at and as of the Closing Date, as if made at and as of such
time (except to the extent expressly made as of an earlier date, in which case as of such date),
except where the failure of such representations and warranties to be so true and correct (without
giving effect to any limitation as to "materiality" or "Material Adverse Effect" set forth therein
(other than the representation set forth in Section 3.l(fl(ii), which shall be read with the Material
Adverse Effect qualification)) does not have, individually or in the aggregate, a Seller Material
Adverse Effect,provided, however, that the representations and warranties set forth in
Section 3. 1 (it(viii) and Section 3.1(i)(xii) shall be true and correct in all respects both when
made and as of the Closing Date, as if made at and as of such time.

(b) Performance of Obligations of Seller. Se lle r sha ll have  performed,
or complied with, in a ll materia l respects , a ll obliga tions required to be  performed or complied
with by it under this  Agreement a t or prior to the  Closing Date .

(c) No Mate ria l Adverse  Effect. No Se lle r Ma te ria l Adve rse  Effect
shall have occurred since the date of this Agreement and be continuing.

(d) Office rs ' Ce rtifica te. Buyer sha ll have  rece ived an office rs '
certifica te  duly executed by each of the  chief executive  officer and chief financia l officer of
Seller to the  effect tha t the  conditions se t fa ith in Section 6.3(a l, Section 6.3(bl and
Section 6.3(c)have been satisfied.
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(e) Consents and Approvals. Other than the consents and approvals
required by Section 6. 1(b) and Section 6.l(ci, all filings with, and all consents, approvals and
authorizations of any Governmental Entity or any other Person required to be made or obtained
by Seller, Buyer or any of their respective Subsidiaries to consummate the Merger and the other
transactions contemplated by this Agreement shall have been obtained, other than such consents,
approvals and authorizations the failure of which to be made or obtained would not, individually
or in the aggregate, have a Buyer Material Adverse Effect (determined, for purposes of this
clause, after giving effect to the Merger).

(f) Dissenting Shares. Holders of no greater than 15% of the  issued
and outstanding shares of Seller Common Stock shall have demanded appraisal for such shares
in accordance  with the  DGCL (excluding such holders  who have  fa iled to perfect, withdrawn or
otherwise  lost such right to appra isa l) prior to the  Closing.

(g) Seller Notes Redemption. As of or concurrently with the Closing,
the Seller Notes Redemption shall have been consummated consistent with the terms and
conditions set forth in Section 5.9.

(h) Communications Resrulatorv Opinion. Buyer shall have received a
written opinion of Buyer's FCC counsel, dated as of the Closing Date, to the effect that, as of
such date, (i) Buyer and its Subsidiaries have all required authorizations, licenses and permits
required under the Communications Act, and the rules, regulations, policies or orders of the FCC
(the "FCC Authorizations"); (ii) all such FCC Authorizations are in full force and effect; (iii)
there are no complaints, proceedings, investigations, protests, notices of violation, notices of
apparent liability, petitions or other objections (whether formal or informal) currently pending or
threatened at the FCC relating to the FCC Authorizations of Buyer or its Subsidiaries, and
(iv) the consummation of this Agreement and the other transactions contemplated hereunder
shall not result in or cause a cancellation, termination, revocation, forfeiture, modification or
material impairment of such FCC Authorizations.

(i) Certain Seller Agreements. Seller shall have delivered correct and
complete copies of the Amendment to Stockholders' Agreement, the Amendment to Registration
Rights Agreement and each Lock-Up Letter, and none of the Amendment to Stocldiolders'
Agreement, the Amendment to Registration Rights Agreement or any Lock-Up Letter shall have
been breached, amended or modified in any manner, and each of the Amendment to
Stocldiolders' Agreement, the Amendment to Registration Rights Agreement and Lock-Up
Letter shall be in full force and effect.

(j) Minoritv Inte re s t Dispos ition. Buyer shall have  received evidence
reasonably sa tisfactory to Buyer tha t the  Minority Interest Disposition shall have  been
consummated.
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ARTICLE VII

TERMINATION, AMENDMENT AND WAWER

SECTION 7. 1. Termination. This Agreement may be terminated at any time
prior to the Effective Time, whether before or after the Seller Stocldiolder Approval or the Buyer
Stocldrolder Approval:

(a) by mutual written consent of Seller and Buyer (as authorized by
the Board of Directors of each of Seller and Buyer),

(b) by written notice of either Seller or Buyer (as authorized by the
Board of Directors of Seller or Buyer, as applicable):

(i) if the Merger shall not have been consummated by a date
no later than 150 days from the date hereof (the "Outside Date"), provided, that lg as of
such Outside Date, all conditions that are not to be satisfied by action taken at the Closing
set forth in Section 6.1, Section 6.2 and Section 6.3 shall have been satisfied or waived,
other than the conditions set forth in Section 6.l(b), Section 6.l(c) or Section 6.l(e), then
the Outside Date shall be extended at the election of either Buyer or Seller to a date not
later than 180 days from the date hereof, which date shall thereafter be deemed to be the
Outside Date,provided, further, that the right to terminate this Agreement pursuant to
this Section 7.1(b)(i) shall not be available to any party whose failure to perform any of
its obligations under this Agreement has been the cause of, or resulted in, the Merger not
occurring on or before the Outside Date,provided, further, that if the condition set forth
in Section 6.1(e) is satisfied on or before the Outside Date but not within sufficient time
to permit Buyer to hold the Buyer Stockholders Meeting before the Outside Date, then
the Outside Date shall be extended at the election of Buyer to permit Buyer to hold the
Buyer Stockholders Meeting and provide the requisite notice to the Buyer Stockholders
in accordance with the DGCL to a date not later than 180 days from the date hereof,
which date shall thereafter be deemed to be theOutside Date, or

(ii) if a Governmental Entity that is of competent jurisdiction
shall have issued a final and no appealable order, decree or ruling or taken any other
action (including the failure to have taken an action) having the effect of permanently
restraining, enjoining or otherwise prohibiting the Merger, or

(i i i) if the Buyer Stockholder Approval shall not have been
obtained at the Buyer Stoclduolders Meeting, or at any adjournment or postponement
thereof, at which the vote to obtain the Buyer Stockholder Approval was taken,

(0) by Seller (as authorized by its Board of Directors) :

(i) upon a breach of any representation, warranty, covenant or
agreement on the part of Buyer set forth in this Agreement or after the occurrence or
happening of an event or circumstance, in each case such that the conditions set forth in
Section 6.2(a)or Section 6.2(b) would be incapable of being satisfied by the Outside
Date, or
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(ii) prior to the  applicable  Superior Proposal Termination Date ,
if S e lle r's  Board of Directors or a  committee  thereof shall have resolved to terminate  this
Agreement to enter into a  definitive  agreement with respect to a  Superior Proposal in
accordance with Section 4.2 (including sa tisfaction of each condition se t forth in
Section 4.2(dl); or

(iii) if Buyer's Board of Directors or a committee thereof, for
any reason, shall have (A) effected a Change of Recommendation, or (B) approved or
recommended any Alternative Transaction,

(d) by Buyer (as authorized by its Board of Directors):

(i) upon a breach of any representation, warranty, covenant or
agreement on the part of Seller set forth in this Agreement or after the occurrence or
happening of an event or circumstance, in each case such that the conditions set forth in
Section 6.3(al or Section 6.3(b) would be incapable of being satined by the Outside
Date, or

(ii) prior to the applicable Superior Proposal Termination Date,
if Buyer's Board of Directors or a committee thereof shall have resolved to terminate this
Agreement to enter into a definitive agreement with respect to a Superior Proposal in
accordance with Section 4,2 (including satisfaction of each condition set forth in
Section 4.2(d)); or

(ii i) if Seller's Board of Directors or a committee thereof, for
any reason, shall have (A) effected a Change of Recommendation, (B) approved or
recommended any Alternative Transaction, or (C) failed, within ten (10) business days
otter any tender or exchange offer relating to Seller Common Stock commenced by any
Person (other than Buyer) shallhavebeen first published, sent or given, to have sent to its
security holders a statement disclosing that Seller's Board of Directors recommends
rejection of such tender offer or exchange offer, or

(iv) if the Seller Stockholder Approval is not obtained by
delivery of the Written Consents by 5:00 p.rn., New York City time, on the first (155
business day alter the date of execution of this Agreement in accordance with
Section 5.1(a).

SECTION 7.2. Effe ct ofTermination.

(a ) In the  event of te rmination of this  Agreement as  provided in
Section 7.1 and the  payment of a  Seller Termination Fee, if any, or a  Buyer Termination Fee, if
any, as applicable , this Agreement shall forthwith become void and have no further force or
effect and there  shall be  no liability of any nature  whatsoever on the part of any of the parties,
except (i) as  se t forth in Section 5.3(b), Section 5.6, dies Section 7.2, and Artic le  VIII (other than
Section 8.1) to the  extent applicable  to such surviving sections, each of which shall survive
termination of Mis Agreement, (ii) tha t nothing here in sha ll re lieve  any party from any farther
liability for any willful or intentiona l breach of any representa tion, warranty, covenant or
agreement of such party contained herein occurring prior to the  termination of this  Agreement,
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and (iii) with respect to a  te rmination pursuant to Section 7.1(d)(iv), Se lle r sha ll promptly
following such termina tion pa y Buye r a fee equal to the sum of (A) $4,800,000 plus (B) an
amount equal to the reasonable out-of-pocket expenses incurred by Buyer in connection with the
transactions contemplated by this Agreement not to exceed $500,000 in the aggregate. No
termination of this  Agreement shall a ffect the  obligations of the  parties  conta ined in the  CDA, a ll
of which obliga tions sha ll survive  te rmination of this  Agreement in accordance  with the ir te rms.

(b) In the event that this Agreement is terminated by Seller pursuant to
Section 7. 1 (c)(ii)or by Buyer pursuant to Section 7. l(d)(iii), Seller shall, concurrently with such
termination, pay Buyer a fee equal to the sum of (i) $14,000,000 plus (ii) an amount equal to the
reasonable out-of-pocket expenses incurred by Buyer in connection with the transactions
contemplated by this Agreement not to exceed $500,000 in the aggregate (the "Seller
Termination Fee").

(c) In the event that this Agreement is terminated by Buyer or Seller
pursuant to Section 7.1(bl(iiil, by Seller pursuant to Section 7.1(cl(iiil or by Buyer pursuant to
Section 7.1(d)(ii), Buyer shall, concurrently with such termination, pay Seller a fee equal to the
sum of (i) $14,000,000 Q (ii) an amount equal to the reasonable out-of-pocket expenses
incurred by Seller in connection with the transactions contemplated by this Agreement not to
exceed $500,000 in the aggregate (the "Buver Termination Fee").

(d) A11 payments under this Section 7.2 shall be made by wire transfer
of immediately available funds to an account designated by the party to receive payment. Each
of Buyer and Seller acknowledges that the agreements contained in this Section 7.2 are an
integral part of the transactions contemplated by this Agreement and that, without these
agreements, the other party would not enter into this Agreement, accordingly, if Seller or Buyer,
as the case may be, fails to pay in a timely manner the amounts due pursuant to this Section 7.2
and, in order to obtain such payment, the other party makes a claim that results in a judgment
against the party failing to pay the amounts required by this Section 7.2, the party so failing shall
pay to the other party its reasonable costs and expenses (including reasonable attorneys' fees and
expenses) in connection with such claim, together with interest at the rate of interest per annum
publicly announced by Deutsche Bank as its prime rate at its principal office in New York City,
as in effect on the date such payment was required to be made. Payment of the fees described in
this Section 7.2 shall not be in lieu of damages incurred in the event of breach of this Agreement,
to the extent permitted by this Section 7.2.

SECTION 7.3. Amendment. Subject to compliance  with Applicable  Laws, this
Agreement may be amended by the parties at any time before or after the Seller Stockholder
Approva l or the  Buyer S tockholder Approva l,provided, however, that after the occurrence of the
Seller Stockholder Approval or Buyer Stocldiolder Approval, as the  case  may be, there  may not
be, without further approval of such stockholders, any amendment of this  Agreement which by
Applicable  Laws requires the  further approval of such stockholders. This Agreement may not be
amended except by an instrument in writing signed on behalf of each of the parties hereto and
duly approved by the  parties ' respective  Boards of Directors or a  duly designated committee
thereof
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SECTION 7.4. Extension, Waiver. At any time prior to the Effective Time, a
party may, subject to the proviso ofSection 7.3 (and for this purpose treating any waiver referred
to below as an amendment), (a) extend the time for the performance of any of the obligations or
other acts of the other parties hereto, (b) waive any inaccuracies in the representations and
warranties of the other parties contained in this Agreement or in any document delivered
pursuant to this Agreement or (c) waive compliance by any other party hereto with any of the
agreements or conditions contained in this Agreement. Any agreement on the part of a party to
any such extension or waiver shall be valid only if set forth in an instrument in writing signed on
behalf of such party. Any extension or waiver given in compliance with this Section 7.4 or
failure to insist on strict compliance with an obligation, covenant, agreement or condition shall
not operate as a waiver of, or estoppels with respect to, any subsequent or other failure.

ARTICLE VIII

GENERAL PROVISIONS

SECTION 8. 1. Nonsurvival of Representations and Warranties. None of the
representations and warranties in this Agreement or in any instrument delivered pursuant to this
Agreement shall survive the Effective Time. This Section 8.1 shall not limit the survival of any
covenant or agreement of the parties in this Agreement or in any instrument delivered pursuant
to this Agreement which by its terms contemplates performance after the Effective Time.

SECTION 8.2. Notices. All notices, requests, claims, demands and other
communications under dies Agreement shall be in writing and shall be deemed given if delivered
personally, sent via facsimile (receipt confirmed) or sent by a nationally recognized overnight
courier (providing proof of delivery) to the parties at the following addresses (or at such other
address for a party as shall be specified by like notice):

(a) if to Buyer or Merger Sub to:

PAETEC Holding Corp.
One PAETEC Plaza
600 Willowbrook Office Park
Fairport, New York 14450
Fax: (585) 340-2563
Attention: General Counsel

with a copy (which shall not constitute notice) to:

Hogan & Hartson L.L.P.
8300 Greensboro Drive
Suite 1100
McLean, Virginia 22102
Fax: (703) 610-6200
Attention: Richard J. Parrino, Esq. and

Thomas E. Repke, Esq.
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(b) if to Se lle r, to:

McLeodUSA Incorpora ted
16479 Dallas  Pkwy
Suite  700
Bent Tree  Towers  II
Dallas , TX 75248
Fax: (469) 341-3211
Attention: Bernie  Zuroff, Esq.

with a  copy (which sha ll not constitute  notice) to:

Ropes  & Gray LLP
One International Place
Boston, MA 02110
Fax: (617) 951-7050
Attention: Robert L. Nutt Esq. and

Ke ith F. Higgins  Esq.

SECTION 8.3, De finitions. For purposes of this  Agreement:

(a) An"Affiliate"of any Person means another Person that directly, or
indirectly through one or more intermediaries, controls, is controlled by, or is under common
control with, such first Person, where "control" means the possession, directly or indirectly, of
the power to direct or cause the direction of the management policies of a Person, whether
through the ownership of voting securities, by contract, as trustee or executor, or otherwise,

(b) An"Alternative Transaction"means any (i) transaction pursuant to
which any Person (or group of Persons), directly or indirectly, acquires or would acquire more
than 20% of the outstanding voting power of Seller Common Stock or Buyer Common Stock, as
applicable, whether from Seller or Buyer, as applicable, or pursuant to a tender offer or exchange
offer or otherwise, (ii) transaction pursuant to which any Person (or group of Persons) acquires
or would acquire control of assets of Seller or Buyer or any of their respective Subsidiaries
representing more than 20% of the fair market value of all of the assets, net revenues or net
income of Seller and its Subsidiaries, taken as a whole, or Buyer and its Subsidiaries, taken as a
whole, immediately prior to such transaction, or (iii) merger, share exchange, consolidation,
business combination, recapitalization or similar transaction (other than the Merger) involving
Seller or Buyer or any of their respective Subsidiaries, as applicable, as a result of which the
holders of shares of Seller Common Stock or Buyer Common Stock, respectively, immediately
prior to such transaction would not, in the aggregate, own more than 80% of the outstanding
voting power of the surviving or resulting entity in such transaction immediately alter the
consummation thereof, in each case other than the transactions contemplated by this Agreement,

(c) "Annua l Mee ting Proposa ls"means, with respect to the Buyer
Stockholders Meeting, proposals  for action by the  Buyer Stockholders to approve (i) the  e lection
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of three (3) Class I directors to Buyer's Board of Directors and (ii) the adoption of an employee
stock purchase plan relatingjo~Buyer Corgrgon Stock,

(d) "Applicable Laws" means all laws, statutes, orders, rules,
regulations, policies or guidelines promulgated, or judgments, decisions or orders entered by any
Governmental Entity,

(e) "Buver Ancillary Agreements"means the Buyer Voting
Agreements and the Board Membership Agreement,

(f>
per share , of Buyer,

"Buyer Common Stock" means the common stock, par value $0.01

(g) "Buver Stockholder Approval"means the affirmative vote of the
Buyer Stockholders holding a majority of the shares of Buyer Common Stock that are present (in
person or by proxy) at the Buyer Stocldwlders Meeting and entitled to vote on the issuance of the
shares of Buyer Common Stock in the Merger pursuant to this Agreement,

Gt) "Cause"has the meaning set forth in the applicable  employment or
similar agreement between Seller and the  applicable  holder of Seller Options, or, if no such
agreement is  in effect, sha ll mean a  te rmination following such holder's  (i) engaging in a
crimina l act involving Se lle r; (ii) engaging in willful misconduct tha t the  Committee  (as  de fined
in the  Seller 2006 Plan) determines in its  good fa ith discre tion is , or has the  potentia l to be ,
mate ria lly injurious  to Se lle r, mone ta rily or othe rwise  including reputa tion, (iii) breach of
fiducia ry duty involving persona l profit, including embezzlement, misappropria tion or
conversion of asse ts  or opportunities  of Seller or any of its  Affilia tes  or Subsidiaries  or
(iv) materia l breach of Seller's  Code of Business Conduct and Ethics or other Seller policy,

(i) "Change of Recommendation"means (i) in the case of Seller, the
withholding, withdrawal, amendment, qua lifica tion or modifica tion of the  recommendation of
Selle r's  Board of Directors  in favor of adoption of this  Agreement and approval of the
transactions contemplated hereby, including the  Merger, and (ii) in the  case  of Buyer, the
withholding, withdrawal, amendment, qua lifica tion or modifica tion of the  recommendation of
Buyer's  Board of Directors  in favor of the  issuance  of Buyer Common Stock in the  Merger,

(j) "Code" means the Internal Revenue Code of 1986, as amended,
and the rules and regulations promulgated thereunder,

(k) "Communications Act" means the Communications Act of 1934,
as amended,

(1) "Consenting Stockholders"means the Stockholders listed on
Exhibit Ahere to;

(m) "Contract" shall mean any written, oral or other agreement,
contract, subcontract, settlement agreement, lease, sublease, binding understanding, instrument,
note, option, bond, mortgage, indenture, trust document, loan or credit agreement, warranty,
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purchase order, license, sublicense, insurance policy, benefit plan or legally binding commitment
or undertaking of any nature, as in effect as of the date hereof or as may hereinafter be in effect,

(n) "Environmental Laws"means any and all federal, state, foreign,
interstate, local or municipal laws, rules, orders, regulations, statutes, ordinances, codes,
decisions, injunctions, decrees, requirements of any Governmental Entity, any and all common
law requirements, rules and bases of liability regulating, relating to, or imposing liability or
standards of conduct concerning pollution, Hazardous Materials or protection of human health,
safety or the environment including, but not limited to, the Comprehensive Environmental
Response, Compensation and Liability Act, 42 U.S.C. § 9601 gt kg,, the Hazardous Materials
Transportation Act, 49 U.S.C. § 51 Ol g ., the Resource Conservation and Recovery Act, 42
U.S.C. § 6901 gt go., the Clean Water Act, 33 U.S.C. § 1251 gt egg., the Clean Air Act, 42
U.S.C. § 7401 gt kg., the Toxic Substances Control Act, 15 U.S.C. §2601 g seq., the Federal
Insecticide, Fungicide and Rodenticide Act, 7 U.S.C., § 136 $3 §_eg., the Occupational Safety and
Health Act 29 U.S.C. § 651 91 get., the Oil Pollution Act of 1990, 33 U.S.C. §2701 gt s_eg., and
the Endangered Species Act (16 U.S.C. § 1531 _et egg.) as such laws have been amended or
supplemented, and the regulations promulgated pursuant thereto, and all analogous state or local
statutes,

(0) "Environmental Liabilities" with respect to any Person means any
and all liabilities of or relating to such Person or any of its Subsidiaries (including any entity
which is, in whole or in part, a predecessor of such Person or any of such Subsidiaries), which
(i) arise under or relate to matters covered by Environmental Laws and (ii) relate to actions
occurring or conditions existing, initiated or occurring on or prior to the Effective Time,

(p) "ERIS A"means the  Employee Retirement Income Security Act of
1974, as amended,

(q) "ER1SA Affiliate"means any other person that, together with
Seller or any of its Subsidiaries, would be treated as a single employer under Section 414 of the
Code;

(I) "Exchange Act"means the Securities Exchange Act of 1934, as
amended,

(s) "FCC"means the Federal Communications Commission,

(t) "Fide litv Funds"means , collective ly, Fide lity Advisor Se rie s  II:
Fide lity Advisor High Income Advantage  Fund, Pension divestment Committee  of Genera l
Motors  for Genera l Motors  Employees Domestic Group Pension Trust, Fide lity Security Fund:
Fidelity Leveraged Company Stock Fund, Commonwealth of Massachusetts Pension Reserves
Investment Management Board, and Fide lity Advisor Series  I: Fide lity Advisor Leveraged
Company Stock Fund,

(u)
principa ls  consis tently applied;

"GAAP" means United States generally accepted accounting
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(v) "Gove rnme nta l Entitv" me a ns  a ny na tiona l, s ta te , or loca l
gove rnme nt or multina tiona l body, a ny s ta te  a dminis tra tive  a ge ncy, comm is s ion (including the
FCC a nd S EC), or othe r politica l subdivis ion the re of or a ny e ntity (including a  court) e xe rcis ing
e xe cutive , le gis la tive , judicia l or a dminis tra tive  functions  of or pe rta ining to gove rnme nt, a ny
s tock e xcha nge  or se lf re gula tory e ntity supe rvis ing, orga nizing a nd supporting a ny s tock
e xcha nge ,

(w) "Hazardous Materials"means any materials or wastes, defined,
listed, classified or regulated, substances in or under any Environmental Laws including,
petroleum, petroleum products, asbestos, urea formaldehyde, methyl tertiary-butyl ether,
radioactive materials and polychlorinated biphenyls,

(x)
Act of 1976, as amended,

"I-ISR Act"means the Hart-Scott-Rodino Antitrust Improvements

(y) "Indebtedness"with respect to any Person, means, at any time
without duplication, (i) all indebtedness of such Person for borrowed money, (ii) all obligations
of such Person for the deferred purchase price of property or services whether or not delivered or
accepted, Le., take-or-pay and similar obligations (other than trade parables, accounts payable,
contract termination fees, accrued expenses and deferred tax and other credits incurred in the
ordinary course of such Person's business), (iii) all obligations of such Person evidenced by
notes, bonds, debentures or other similar instruments, (iv) all obligations of such Person created
or arising under any conditional sale or other title retention agreement with respect to property
acquired by such Person, (v) all obligations of such Person as lessee under leases that are or
should be capitalized in accordance with GAAP, (vi) the maximum amount available to be
drawn or paid under all letters of credit, bankers' acceptances, bank guaranties, surety and appeal
bonds and similar obligations issued for the account of such Person and all unpaid drawings and
unreimbursed payments in respect of such letters of credit, bankers' acceptances, bank
guaranties, surety and appeal bonds and similar obligations, (vii) all obligations of such Person in
respect of interest rate or currency hedging agreements, (viii) all obligations of such Person to
guarantee any debt, leases, dividends or other payment obligations, (ix) all off-balance sheet
liabilities (other than operating leases) and (x) all indebtedness and other payment obligations
referred to in clauses (i) through (ix) above of another Person secured by (or for which the holder
of such indebtedness has an existing right, contingent or otherwise, to be secured by) any Lien on
property (including accounts and contract rights) owned by such Person, even though such
Person has not assumed or become liable for the payment of such indebtedness or other payment
obligations,provided,however, that notwithstanding the foregoing,"Indebtedness"shall not
include any Indebtedness owed to Seller or any Subsidiary of Seller by Seller or any Subsidiary
of Seller;

(z) "Intellectual Propertv"means (i) trademarks, service marks, trade
names, brand names, certification marks, designs, logos and slogans, commercial symbols,
business name registrations, domain names, trade dress and other indications of origin and
general intangibles of like nature, the goodwill associated with the foregoing and registrations in
any domestic or foreign jurisdiction of, and applications in any such jurisdiction to register, the
foregoing, including any extension, modification or renewal of any such registration or
application, (ii) inventions and discoveries, whether patentable or not and whether or not reduced
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to practice, in any domestic or foreign jurisdiction, (iii) patents, applications for patents
(includingdivisions, continuations, continuations-in-part, provisionals, continuedprosecution
applications, substitutions, reissues, reexaminations and renewal applications), aNd My reneWalS,
extensions, supplementary protection certificates or reissues thereof, in any such jurisdiction;
(iv) research and development data, formulae, know-how, proprietary processes, algorithms,
models and methodologies, technical information, designs, procedures, trade secrets and
confidential information and rights in any domestic or foreign jurisdiction to limit the use or
disclosure thereof by any Person, (v) writings and other works of authorship of any type
(including the content contained on any web site), whether copyrightable or not, in any such
jurisdiction, (vi) computer software (whether in source code or object code form), databases,
compilations and data; and (vii) registrations or applications for registration of copyrights in any
domestic or foreign jurisdiction, and any renewals or extensions thereof; and (viii) any similar
intellectual property or proprietary rights ;

(ea) "IRS" means the Internal Revenue Service,

(bb) "Knowledge" means, with respect to Seller, the actual knowledge
of the individuals listed in Section 8.3(lbb)of the Seller Disclosure Schedule and, with respect to
Buyer, the actual knowledge of the individuals listed in Section 8.3(bblof the Buyer Disclosure
Schedule,

(cc) "Leased Network Facilities" means, with respect to Seller and
Buyer and their respective Subsidiaries, all of the Network Facilities of theapplicable company
and such company's Subsidiaries that are not owned by such company or any of such company's
Subsidiaries but are provided under lease, license, IRis or other agreements, including Right-of-
Way Agreements, between such company or any of such company's Subsidiaries and third
Persons,

(dd) "Leased Real Property"means all real property occupied or used
pursuant to all leases, subleases, licenses and occupancy agreements,

(he) "Liens" means all mortgages, pledges, claims, restrictions,
infringements, liens, charges, encumbrances and security interests and claims of any kind or
nature whatsoever,

(H) "Material Adverse Effect"means, when used with respect to Buyer
or Seller or any of their respective Subsidiaries, any change, event, violation, inaccuracy,
circumstance or effect (any such item, an "Effect") that, individually or when taken together with
all other Effects that have occurred prior to die date of determination of the occurrence of the
Material Adverse Effect, is or is reasonably expected (i) to be materially adverse to the business,
assets (including intangible assets), liabilities, capitalization, condition (financial or otherwise) or
results of operations of Buyer and its Subsidiaries, taken as a whole, or Seller and its
Subsidiaries, takenas a whole, as the case may be,provided, however, that, in no event shall any
of the following, alone or in combination, be deemed to constitute, nor shall any of the following
be tdcen into account in determining whether there has been or shall be a Material Adverse
Effect on Seller and its Subsidiaries, taken as a whole, or Buyer and its Subsidiaries, taken as a
whole: (A) events or circumstances generally affecting the segments of the telecommunications
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industry in which Buyer and Seller and their respective Subsidiaries operate, and which do not
have a materially disproport ionate effect on Seller and its Subsidiaries, taken as a whole, or
Buyer and its Subsidiaries, taken as a whole, as the case may be, (B) U.S. or global economic
conditions, (C) events or circumstances relating to the execution, delivery, announcement or
performance of this Agreement or the consummation of any transaction contemplated hereby,
including the Merger; or (D) with respect to Buyer and its Subsidiaries, a decline in the market
price of the Buyer Common Stock or other securities of Buyer, or (ii) to impair in any material
respect the ability of Buyer (other than as a result of an event or circumstance otherwise
constituting a Seller Material Adverse Effect), Seller (other than as a result of an event or
circumstance otherwise constituting a Buyer Material Adverse Effect) or Merger Sub (other than
as a result of an event or circumstance otherwise constituting a Seller Material Adverse Effect) to
perform its obligations under this Agreement or prevent or materially delay the consummation
by such party of any of the transactions contemplated hereby,

(go) "Multiemployer Plan" means a "multiemployer pension plan," as
that term is defined in Section 3(37) of ERISA;

(oh) "Network Facilities" means, with respect to Seller and Buyer and
their respective Subsidiaries, all material network facilities (including, cables, wires, conduits,
switches, and other equipment and facilities) and related material operating support systems,
network operations centers, and land and buildings associated therewith. For purposes of this
definition "material" shall mean any network facility the absence of which would materially and
adversely affect the ability of the applicable company or any of such company's Subsidiaries to
use such company's domestic or international networks, taken as a whole, in the manner and
scope in which such network is currently being used,

(ii) "Ordinarv Course  of Business"means the ordinary course  of
business of Seller and its Subsidiaries consistent with past custom and practice,

(ii) "Owne d Ne twork Fa cilitie s "means, with respect to Seller and
Buyer and the ir respective  Subsidiaries , Network Facilities  tha t a re  owned by the  applicable
company or such company's Subsidiaries,

(kk) "Owned Real Property"means real property, together with all
improvements and fixtures presently or hereafter located thereon or attached or appurtenant
thereto, owned by a Person, and all easements, licenses, rights and appurtenances relating to the
foregoing,

(ll) "Permitted Liens"means (i) mechanics', carriers', workers' or
repairmen's liens arising in the ordinary course of business and securing payments or obligations
that are not delinquent or which are being contested in good faith by appropriate proceedings,
(ii) statutory landlord's Liens and Liens granted to landlords under any leases, (iii) Liens for
Taxes, assessments and other similar governmental charges which are not due and payable and
(iv) Liens that arise under zoning, land use and other similar laws or regulations, and easements,
covenants, rights-of-way and other imperfections of title or encumbrances, if any, which do not
materially affect the marketability of the property subj et thereto and do not materially impair
the use of the property subj act thereto as presently used,
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(mm) "Person"means an individual, corporation, partnership, limited
liability company, joint venture, assqeiation, trustLunincoq;orated organization or other entity;

(1111) "SEC" means the Securities and Exchange Commission,

(pp) "Seller Funds"means, collectively, the Fidelity Funds, the
Wayzata Funds and Jefferies High Yield Trading, LLC;

(of ) "Seller Ancillary Agreements"means the Amendment to
Stockholders' Agreement and the Amendment to Registration Rights Agreement;

(qq) "S e lle r Office rs "means each of Messrs. Royce J. Holland, Joseph
H. Ceryanec, Richard J . Buyers , Chris topher W. MacFarland, John M. Dumble ton, J .
Chris tophe r Ryan, Michae l F. Edl, Be rna rd L. Nroff and Timothy Naramore ,

(IT) "SOX" means the Sarbanes Oxley Act of 2002,

(ss) a "Subsidiarv" of any Person means another Person, an amount of
the voting securities, other voting ownership or voting partnership interests of which is sufficient
to elect at least a majority of its Board of Directors or other governing body is (or, if there are no
such voting interests, more than 50% of the equity interests of which are) owned directly or
indirectly by such first Person,

(tr) a "Superior Proposal" with respect to a party means an unsolicited,
bona fide written Alternative Transaction Proposal made by a third Person to acquire, directly or
indirectly, pursuant to a tender offer, exchange offer, merger, consolidation or other business
combination or acquisition transaction, (i) all or substantially all of the assets of such party or
(ii) over 50% of the outstanding voting securities of such party and as a result of which the
stockholders of such party immediately preceding such transaction would hold less Hwan 50% of
the aggregate equity interests in the surviving or resulting entity of such transaction (or its
ultimate parent), which the Board of Directors of such party has in good faith determined (taking
into account, among other things, (A) its consultation with its outside legal counsel and a
financial adviser of national reputation and (B) all terms and conditions of such Alternative
Transaction Proposal and this Agreement (as it may be proposed to be amended by the other
party hereto)) to be more favorable, from a financial point of view, to such party's stockholders
(in their capacities as stockholders), than the terms of this Agreement (as it may be proposed to
be amended by the other party hereto) and to be reasonably capable in feasibility and certainty of
being consummated on the terms proposed, taking into account all other legal, financial,
regulatory and other aspects of such Alternative Transaction Proposal (including conditions to
consummation such as a financing condition);

(au) "Superior Proposal Termination Date"means, (i) in the case of
Seller, the date that is twenty (20) business days after the date hereof and (ii) in the case of
Buyer, the date of the occurrence of the Buyer Stockholder Approval,

(vv) "Ta x Authoritv"means the IRS and any other domestic or foreign
Governmenta l Entity responsible  for the  administra tion or collection of any Taxes,
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(ww) "Tax Return"means any return, report or similar statement
(including the attached sclgednles r aired j;o be filed with ;9§p_Q9t to Taxes,ln_c1udin an
information return, claim for refund,amended return,or declarationof estimated Taxes;

(xx) "Taxes" means any and all federal, state, local, foreign or other
taxes of any kind (together with any and all interest, penalties, additions to tax and additional
amounts imposed with respect thereto) imposed by any Governmental Entity, including taxes or
other charges on or with respect to income, franchises, windfall or other profits, gross receipts,
property, sales, use, capital stock, payroll, employment, unemployment, social security, workers'
compensation, or net worth, and taxes or other charges in the nahtre of excise, withholding, ad
valorem or value added,

(by) "Wavzata  Funds"means, collective ly, Wayzata  Opportunities
Fund, LLC, Wayland Distressed Opportunities  Fund I-C, LLC, Wayzata  Recovery Fund, LLC,
Wayland Distressed Opportunities  Fund I-B, LLC and Wayzata  Opportunities  Fund Offshore ,
L.P ., and

(zz) "written Consents"means the written consents executed by the
Consenting Stockholders adopting this Agreement and approving the transactions contemplated
hereby, including the Merger, substantially in the form attached hereto asExhibit B.

SECTION 8.4. Terms Defined Elsewhere. The  following te rms are  defined
elsewhere other than in Section 8.3 in this  Agreement, as  indica ted be low:

Adjusted Option .. .2.3(a)
Affiliate Letter . . 5.12(a)
Agreement.. .Introduction
Alternative Transaction Proposal... 4.2(a)
Amendment to Registration Rights

Agreement.. ,.4.5
Amendment to Stocldiolders' Agreement4.4
Benefits Continuation Period....... 5.1 l(a)
Board Membership Agreement.. .1 .7
Buyer.. .Introduction
Buyer Balance Sheet .. ..3.2(d)(iii)
Buyer Business.. . 4.2(a)
Buyer Bylaws.. .l .7
Buyer Charter.. .l .7
Buyer Disclosure Schedule.. .3.2
Buyer Licenses or Permits .. . 3.2(g)(i)
Buyer Material Adverse Effect 3.2(a)
Buyer Options .. .3.2(b)(i)
Buyer Organizational Documents....... l .7
Buyer Plan Options .. . 3 .2(b)(i)
Buyer Preferred Stock.. .3.2(b)(i)
Buyer Recommendation... .Recitals
Buyer SEC Documents .. . 3.2(d)(i)

Buyer Stockholders..
Buyer Stocldiolders Meeting..
Buyer Termination Fee ..
Buyer Voting Agreements ..
CDA av
Certificate of Merger...
Certificates .
Closing ..
Closing Date...
Communications Laws..
Continuing Employees..
Creditors' Laws..
Customer Requirements ..
DGCL..
Dissenting Shares..
Effective Time .
Exchange Agent ..
Exchange Fund...
Exchange Ratio ..
FCC Authorizations .
Form S-4 .
Good Condition..
Gross-Up Payment..

.Recitals
. 5. l (c)
. 7.2(c)

.Recitals
I 4~2(0)(i)

, 1 .3
~.2.4(b)

.1 .2

.1 .2
. 3. 1 (n)(i)
. 5.1 l(a)

. 3 . 1 (c)(i)
. 3. 1 (s)(iii)

.Recitals
..2. 1 (i)

.1 .3
A 2.4(a)
| 2.4(a)
. 2. 1 (a)
.. 6.3(h)
. 3. 1 (e)

. 3. 1 (s)(iii)
..3 . 1 (i)(viii)
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..3.1(r)

.5.5(a)
.5.9

1 3.1(s)(iii)
..............4.2(a)

.-3~1(f)(i)(E)
J 5.l2(b)
~.5.5(b)

.Recitals
.2.l(a)

.introduction
~.4.8

..2.1(d)
--3-1(s)(v)
.7.1(b)(i)
.5.11(a)
.5.11(a)

.3. l (e)
.5.16

.4.2(a)
,.2.2

--3~1(s)(i)
.5,12(a)

. Introduction

Seller Business .. . 4.2(a)
Seller Bylaws .. . 3 . l (a)(ii)
Seller Charter I, | 3 I 1 (&)(ii)
Seller Common Stock . ...2. 1
Seller Disclosure Schedule
Seller Financial Statements.. . 3. l(d)(i)
Seller Licenses or Permits.. . 3.l(g)(i)
Seller Material Adverse Effect... 3. l (a)(i)
Seller Material Contract... 3.1(q)(i)
Seller Notes .. .5.9
Seller Notes Redemption .. .5.9
Seller Notes Trustee .. .5.9
Seller Option..,. ..2.3(a)
Seller Organizational Documents3. 1 (a)(ii)
Seller SEC Documents..,,,,,,,...3.l(d)
Seller Stockholder Approval .......Recitals
Seller Subsidiary Organizational Documents

. 3. l (a)(ii)
Seller Termination Fee.. .7.2(b)
Seller Unaudited Financial Statements

9 .3.l(d)(i)
Stockholders.. -Recitals
Subsequent Seller Financial Statements

3.l(d)(ii)
,.2.4(b)

.1 .1
.3. l (b)(iii)

Improvements v
Indemnified Parties .,
Indenture .
Industry Standards ..
Interested Party . . .
IRis ..
Lock-Up Letter...
Maximum Premium .
Merger..
Merger Consideration ..
Merger Sub..
Minority Interest Disposition..
NASDAQ Lu
Network Facility Agreement...
Outside Date..
Post-Closing Benefits...
Pre-Closing Benefits ..
Proxy Statement/Prospectus...
Registration Rights Provisions..
Representatives ..
Restricted Stock .
Right-of-Way Agreement ..
Rule 145 Affiliates ..
Seller .
Seller 2006 Plan.. . . . . .
Seller Audited Financial States
Seller Balance Sheet . .3.
Seller Benefit Plans..

. 3 . 1 (b)(i)
ents3 . 1 (d)(i)

1 (d)(iii)
. 3. I (i)(i)

Surrender Date .
Surviving Corporation
Vot ing D¢bt__

SECTION 8.5. Interpretation. When a reference is made in this Agreement to
an Article, Section or Exhibit, such reference shall be to an Article or Section of, or an Exhibit
to, this Agreement unless otherwise indicated. Whenever the words "include," "includes" or
"including" are used in this Agreement, they shall be deemed to be followed by the words
"without limitation." The words "hereof," "herein" and "hereunder" and words of similar import
when used in this Agreement shall refer to this Agreement as a whole and not to any particular
provision of this Agreement. All terms defined in this Agreement shall have the defined
meanings when used in any certificate or other document made or delivered pursuant hereto
unless otherwise defined therein. The definitions contained in this Agreement are applicable to
the singular as well as the plural forms of such terms and to the masculine as well as to the
feminine and neuter genders of such term. Any agreement, instrument or statute defined or
referred to herein or in any agreement or instrument that is referred to herein means such
agreement, instrument or statute as from time to time amended, modified or supplemented,
including (in the case of agreements or instruments) by waiver or consent and (in the case of
statutes) by succession of comparable successor statutes and references to all attachments thereto
and instruments incorporated therein. References to a Person are also to its permitted successors
and assigns.
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SECTION 8.6. Counterparts. This Agreement may be executed in two or more
counterparts, all of which shall be Considered one and the same agreement and shall become
effective when one or more counterparts have been signed by each of the parties and delivered to
the other parties.

SECTION 8.7. Entire Agreement, No Third-Partv Beneficiaries. This
Agreement (including the documents, agreements and instruments referred to herein) constitutes
the entire agreement, and supersedes all prior agreements and understandings, both written and
oral, among the parties with respect to the subject matter of this Agreement and neither party is
relying on any other oral or written representation, agreement or understanding. Except for the
provisions set forth in Section 5.5 (which are intended to benefit the Indemnified Parties,
including Indemnified Parties who or which are not parties hereto), nothing in this Agreement is
intended to confer upon any Person other than the parties any rights or remedies.

SECTION 8.8. Governing Law. This  Agreement and any disputes  a ris ing out of
or re la ted to this Agreement shall be  governed by, and construed in accordance with, the laws of
the State  of Delaware, regardless of the laws that might otherwise govern under applicable
principle s  of conflict of laws  the reof

SECTION 8.9, Assignment. Neither dies Agreement nor any of the rights,
interests or obligations under dies Agreement shall be assigned, in whole or in part, by operation
of law or otherwise by any of the parties hereto without the prior written consent of the other
parties. Any assignment in violation of the preceding sentence shall be void. Subject to the
preceding two sentences, this Agreement shall be binding upon, inure to the benefit of, and be
enforceable by, the parties and their respective successors and assigns.

SECTION 8.10. Consent to Jurisdiction. Each of the parties hereto (a) consents
to the exclusive jurisdiction of the Court of Chancery of the State of Delaware and in the absence
of jurisdiction of such court with respect to the applicable matter, any federal court located i.n the
State of Delaware or any Delaware state court in the event any dispute arises out of this
Agreement or any of the transactions contemplated by this Agreement, including the Merger, (b)
agrees that it shall not attempt to deny or defeat such exclusive jurisdiction by motion or other
request for leave from any such court, and (c) agrees that it shall not bring any action relating to
this Agreement or any of the transactions contemplated by this Agreement in any court other
than the Court of Chancery of the State of Delaware and in the absence of jurisdiction of such
court with respect to the applicable matter, a federal court sitting in the State of Delaware or a
Delaware state court.

SECTION 8.11. Headings, etc. The headings and table  of contents contained in
this Agreement are  for reference purposes only and shall not affect in any way die  meaning or
interpre ta tion of this  Ageecment.

SECTION 8.12. Severabilitv. If any te rm or othe r provis ion of this  Agreement
is  inva lid, illega l or incapable  of be ing enforced by any rule  of law or public policy, a ll other
conditions and provisions of this  Agreement shall nevertheless remain in full force  and effect,
insofar as the  foregoing can be accomplished without materia lly affecting the  economic benefits
anticipated by the  parties to this  Agreement. Upon such determination that any term or other
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provision is invalid, illegal or incapable of being enforced, the parties hereto shall negotiate 'm
good faith to modify this Agreement so as to effect the original intent of the parties as closely as
possible to the lest éxfeNfpennitted by AppliCal%'T.aws in an acceptable rnaii1ie1'T6 the eNd' `
that the transactions contemplated hereby are milled to the extent possible.

SECTION 8. 13. Failure or Indulgence Not Waiver, Remedies Cumulative. No
failure or delay on the part of any party hereto in the exercise of any right hereunder shall impair
such right or be construed to be a waiver of, or acquiescence in, any breach of any
representation, warranty or agreement herein, nor shall any single or partial exercise of any such
right preclude any other or further exercise thereof or of any other right. All rights and remedies
existing under this Agreement are cumulative to, and not exclusive of, any rights or remedies
otherwise available.

SECTION 8.14. Waive r of Jurv Tria l. EACH OF BUYER, MERGER S UB
AND S ELLER HEREBY IRREVOCABLY WAIVES  ALL RIGHT TO TRIAL BY J URY IN
ANY ACTION, P ROCEEDING OR COUNTERCLAIM (WHETHER BAS ED ON
CONTRACT, TORT OR OTHERWIS E) ARIS ING OUT OF OR RELATING TO THIS
AGREEMENT OR THE TRANS ACTIONS  CONTEMP LATED HEREBY OR THE ACTIONS
OF BUYER, MERGER S UB OR S ELLER IN THE NEGOTIATION, ADMINIS TRATION,
P ERFORMANCE AND ENFORCEMENT OF THIS  AGREEMENT.

SECTION 8.15. Specific Performance. The parties agree that irreparable
damage would occur and that the parties would not have any adequate remedy at law in the event
that any of the provisions of this Agreement were not performed in accordance with their
specific terms or were otherwise breached. It is accordingly agreed that the parties shall be
entitled to an injunction or injunctions to prevent breaches of this Agreement and to enforce
specifically the terms and provisions of this Agreement in any federal court located in the State
of Delaware or in Delaware state court, this being in addition to any other remedy to which they
are entitled at law or in equity.

[Remainder of Page Intentionally Left Blank.]
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[N WITNESS WHEREoF;"s¢I»¢r, Buyer and Merger Sub have caused this
Agreement to be executed under seal by their respective officers thereunto duly authorized, all as
of the dale Erst written above.

ml

PAETEC HOLDING CORP.

By:
Name:Arunas A. Chesunis
Title:Chairman, President and

Chief Executive Officer

MCLEODUSA INCORPORATED

By:
Name:
Title:

PS ACQUISITION CORP.

By:
Nam e:  Arunas  A.  Cheson i s
Title: Chai rm an and President

-In

\

s

re



IN WITNESS WHEREOF, Seller, Buyer and Merger Sub have caused this
Agreement to be executed under seal by their respective officers thereunto duly authorized, all as
of the date first written above.

PAETEC HOLD1NG CORP.

By'
Name:
Title:

MCLEODUSA INCORPORATED

By:
Name vv J. Holland
Title; President and

Chief Executive Officer

PS ACQUISITION CORP.

B e
Name:
Title :

\



Exhibit A

Consenting Stockholders

Fide lity Advisor Se rie s  II: Fide lity Advisor High Income  Advantage  Fund

Pension Investment Committee  of General Motors for General Motors Employees Domestic
Group Pension Trust

Fidelity Securities Fund: Fidelity Leveraged Company Stock Fund

Commonwealth of Massachusetts Pension Reserves Investment Management Board

Fidelity Advisor Series I: Fidelity Advisor Leveraged Company Stock Fund

Wayzata  Opportunities Fund, LLC

Wayland Distressed Opportunities  Fund I-C, LLC

Wayzata Recovery Fund, LLC

Wayland Distressed Opportunities  Fund I-B, LLC

Wayzata Opportunities Fund Offshore , L.P .

Je ffe rie s  High Yie ld Trading, LLC

-.Dc - 080008/000021 . 2604679 vs



Exhibit B

WRITTEN CONS ENT
OF

STOCKHOLDER
OF

SELLER INCORPORATED

The undersigned, being a holder of the number of shares of common stock,
par value $0.01 per share (the "Shares"), of McLeodUSA Incorporated, a Delaware
corporation (the "Corporation"), set forth below the undersigned's signature, does hereby
adopt the following resolutions by written consent without a meeting in accordance with
Section 228 of the General Corporation Law of the State of Delaware (the "DGCL"):

WHEREAS, the Board of Directors of the Corporation (the "Board") has
reviewed, from a financial, business, operational, and strategic point of view, a business
combination proposal (the "Merger"), the terms of which are set forth in the Agreement
and Plan of Merger, dated as of September 17, 2007 (the "Merger Agreement"), by and
among the Corporation, PAETEC Holding Corp., a Delaware corporation ("Buver"), and
PS Acquisition Corp., a Delaware corporation and a direct wholly-owned subsidiary of
Buyer (a copy of which Merger Agreement is attached hereto as Exhibit A), has approved
the Merger Agreement anddeemed it advisable and in the best interests of the Corporation
and its stockholders, and has unanimously recommended that the stockholders of the
Corporation vote for or consent in respect of the adoption of the Merger Agreement and
approval of the transactions contemplated thereby, including the Merger; and

WHEREAS, the undersigned deems it advisable to adopt the Merger
Agreement for purposes of Section 251 of the DGCL and approve the transactions
contemplated thereby, including the Merger,

NOW, THEREFORE, BE IT RESOLVED, that the Merger Agreement,
be, and hereby is, adopted and the Merger is approved in all respects;

RESOLVED FURTHER, the undersigned acknowledges that if the Board
approves an amendment, modification or waiver of any of the terms and provisions of the
Merger Agreement (any such amendment, modification or waiver, an "Amendment") after
the date of this consent, to the extent permitted by the DGCL, the undersigned shall be
deemed to have approved such Amendment and will be bound by such Amendment, and

RESULVED FURTHER, that consistent with the foregoing resolutions,
the appropriate officers of the Corporation, or any one or more of them, hereby are
authorized and directed, in the name and on behalf of die Corporation, to do all things, to
take all such actions and to execute, deliver and file all such other agreements,
amendments, instruments, reports, documents, and regulatory and other notices as may be
determined by such officers to be necessary or appropriate in effecting the forgoing
resolutions (such determination to be conclusively, but not exclusively, evidenced by the
taking of such actions or the execution, delivery and tiling of such agreements,
amendments, instruments, reports, documents, or regulatory or other notices by such
officers).
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The actions taken by this consent shall have the same force and effect as if
taken at a meeting of stockholders of the Corporation, duly called and constituted pursuant
to the DGCL.

[remainder of page  intentiona lly le ft blank]

2
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IN WITNESS WHEREOF, the undersigned has executed and delivered
this consent as of tHe date .éef.fo1'£h BEI6w §3Eh st63El86Tder's e.- .

r I

Na me :

Title :

Number of Shares:

Date:

\\\NoR'l1lvA . 0800011000001 . awe: vs

10711sIs_2.Doc

By:



Exhibit A

Merger Agreement

(a ttached)
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Exhibit 1.7

Form of Board Membership Agreement

BOARD MEMBERSHIP AGREEMENT, dated as of a200___(this
" Agreement"), among PAETEC Holding Corp., a Delaware corporation ("Parent"), each
Person listed on the signature pages hereof under the heading "Fidelity Stockholders"
(collectively and as more fully defined below, the "Fidelity Stocidlolders"), and each Person
listed on the signature pages hereof under the heading "Wayzata Stockholders" (collectively
and as more fully defined below, the "Wavzata Stockholders"),

WHEREAS, as of the date hereof (the "Effective Date"), Parent has
consummated a merger transaction pursuant to which the common stock, par value $0.01 per
share, of McLeodUSA Incorporated (the "Seller Common Stock") held by the Fidelity
Stockholders has been converted into the right to receive shares of common stock, par
value $0.01 per share, of Parent (the "Parent Common Stock") and the Seller Common Stock
held by the Wayzata Stockholders has been converted into the right to receive shares of
the Parent Common Stock, and

WHEREAS, Parent, the Fidelity Stocldwlders and the Wayzata Stockholders
wish to enter into this Agreement to set forth their mutual agreement with respect to the board
membership and board observer rights provided for herein,

NOW, THEREFORE, in consideration of the foregoing and the mutual
promises and agreements contained herein, the parties hereto agree as follows:

ARTICLE I

DEFINITIONS

SECTION 1.1. Definitions. As used in this Agreement, the following terms
have the meanings set forth below:

"Affiliate" has the same meaning as in Rule 12b-2 promulgated under the
Exchange Act as in effect on the date hereof

"Beneficial owner" and to "beneficially own" has the same meaning as in
Rule 13d-3 promulgated under the Exchange Act as in effect on the date hereof; provided that a
Person shall not be deemed to be the beneficial owner of any Parent Common Stock solely
because such Person is a party to this Agreement, if such Person would not be deemed to be the
beneficial owner of such Parent Common Stock within the meaning of such Rule 13d-3 if such
Person were not a party to this Agreement.

"Board of Directors" means the Board of Directors of Parent.

"Director" means a member of the Board of Directors.
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"Exchange Act"means the Securities Exchange Act of 1934, as amended, and the
rules and regulations promulgated thereuMm.

"Fidelity Board Observer Period" means the period beginning on the Effective
Date and expiring on the earlier to occur of (a) the date on which the Fidelity Stockholders
collectively shall cease to own of record and beneficially at least Merger Shares
[50% of Closing Date position], as such number of Merger Shares shall be proportionately
adjusted in connection with any stock split, stock dividend, reverse stock split or other
combination, reclassification or other similar event affecting the Parent Common Stock, and
(b) , 200_ [second anniversary of Closing] .

"Fide litv S tockholde rs"means the Persons listed on the signature pages hereof
under the  heading "Fide lity Stockholders" and any other Affilia te  of FMR Corp. advised by
FMR Corp.

"Me rge r"means the merger consummated on the Effective Date pursuant to the
Merger Agreement.

September 17, 2007, as amended from time to time, among Parent, PS Acquisition Corp.,
wholly-owned subsidiary of Parent, and McLeodUSA Incorporated.

"Merger Agreement"means the Agreement and Plan of Merger, dated as of
a

"Merger Shares"means the Parent Common Stock issued by Parent in the
Merger pursuant to the Merger Agreement to the Fidelity Stockholders or the Wayzata
Stockholders, as the case may be.

"Person" means any individual, corporation, partnership, limited liability
company, limited partnership, joint venture, association, joint-stock company, trust,
unincorporated organization or government body.

"Wayzata Board Membership Period"means the period beginning on the day
following the Effective Date and expiring on the earlier to occur of (a) the date on which the
Wayzata Stocldiolders collectively shall cease to own of record and beneficially at least

Merger Shares [50% of Closing Date position], as such number of Merger Shares
shall be proportionately adjusted in connection with any stock split, stock dividend, reverse
stock split or other combination, reclassification or other similar event affecting the Parent
Common Stock, and (b) , 200__ [second anniversary of Closing].

"Wayzata  Stockholders"means the Persons listed on the signature pages
hereof under the  heading "Wayzata  Stockholders" and any Affilia te  of Wayzata  Investment
Partners  LLC.

ARTICLE II

SECTION 2. 1. Des igna tion of Director. During the  Wayzata  Board Membership
Period, the Wayzata Stockholders collectively shall be entitled to designate one individual for
appointment or for nomination for e lection to the  Board of Directors .
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SECTION 2.2. Vacancies Resignations.

(a) Subject to Section 2.2(b), during the Wayzata Board Membership Period, in
the event that a vacancy is created at any time by the death, disability, retirement, resignation or
removal of the Director designated for appointment or for nomination for election to the Board
of Directors pursuant to Section 2.1, the Wayzata Stockholders shall collectively have the right,
by written notice to Parent, to designate a replacement individual for appointment or nomination
for election to the Board of Directors to fill such vacancy. Each such replacement designee shall
be reasonably acceptable to Parent. If the Wayzata Stocldiolders do not designate any such
replacement to fill such vacancy within 30 days after receipt by the Wayzata Stockholders of
written notice from Parent that the Wayzata Stockholders have 30 days to designate a
replacement to till such vacancy, the Board of Directors shall be entitled to till such vacancy or
to reduce the number of authorized Directors by one, and the Wayzata Stockholders thereafter
shall not have any rights to designate a Director pursuant to this Agreement. The Director
appointed or elected to the Board of Directors pursuant to a designation made by Wayzata
Stockholders in accordance with this Section 2.2(a) shall be deemed for purposes of this Article
II to be a Director who was designated for appointment or nomination for election to the Board
of Directors pursuant to Section2. l .

(b) Promptly upon the expiration of the Wayzata Board Membership Period,
the Wayzata Stockholders shall take all necessary actions (including actions as stockholders of
Parent) to cause the Director they have previously designated for appointment or nomination for
election to the Board of Directors pursuant to Section 2.1 to resign from the Board of Directors
as soon as reasonably practicable.

SECTION 2.3. Action by Wayzata Stockholders. All communications by and to
the Wayzata Stocldiolders relating to the exercise of their rights pursuant to Sections 2.1 and 2.2
shall be directed to and by a single representative of the Wayzata Stockholders designated in
writing by the Wayzata Stocldiolders to the Company from time to time. The Company may rely
upon any such designation that is executed and delivered by Wayzata Stockholders that
collectively own of record and beneficially at least a majority of the Merger Shares then owned
of record and beneficially by all Wayzata Stockholders. The initial representative of the
Wayzata Stockholders shall be .

SECTION 2.4. Undertaking By Parent. During the Wayzata Board Membership
Period, Parent agrees to take such action as shall be necessary to cause each individual designated
by the Wayzata Stockholders pursuant to Section 2.1 to be appointed as a Director or to be
nominated for election by Parent's stocldiolders as a Director.

ARTICLE III

BOARD OBSERVER RIGHTS

SECTION 3.1. Board Observer Rights. During the Fidelity Board Observer
Period, the Fidelity Stockholders shall have the right to appoint one representative (the
"Observer Representative") to attend each meeting of the Board of Directors as a non-voting
observer, whether such meeting is conducted in person or by teleconference. The Observer
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Representative shall have the right to present matters for consideration by the Board of Directors
and to speak on matters presentedby others.Sublject tithe contidentialityprovisions of Section
3.2, Parent shall cause the Observer Representative to be provided with all communications and
materials that are provided by Parent or its consultants to the members of the Board of Directors
generally, including all notices, board packages, reports, presentations, minutes and consent
instruments. As of the date hereof, serves as the Observer Representative. The Fidelity
Stockholders may change the Observer Representative from time to time during the Fidelity
Board Observer Period upon written notice to Parent, provided that each Observer
Representative appointed from time to time shall be reasonably acceptable to Parent. Parent
shall reimburse the Observer Representative or the Fidelity Stockholders for the reasonable out-
of-pocket travel expenses of the Observer Representative in attending meetings of the Board of
Directors.

SECTION 3.2. Confidentiality. Notwithstanding any provision of Section 3.1 to
the contrary, the Board of Directors shall have the right to keep confidential from the Observer
Representative for such period of time as the Board of Directors deems reasonable any
information and copies of written materials Parent is required by law or agreement with a third
party to keep confidential. As a condition of the exercise of his rights under this Section 3. l , the
Observer Representative shall enter into such agreements or undertakings with Parent to
maintain the confidentiality of information provided to him in connection with the exercise of
such rights as Parent may reasonably request.

S ECTION 3.3. Action by Fide lity S tocldiolde rs. All communica tions  by a nd to
the  Fide lity S tockholde rs  re la ting to the  e xe rcise  of the ir rights  pursua nt to S e ction 3.1 sha ll be
dire cte d to a nd by a  s ingle  re pre se nta tive  of the  Fide lity S tockholde rs  de s igna te d in writing by
the  Fide lity S tocldiolde rs  to the  Company from time  to time . The  Company may re ly Upon any
such de s igna tion tha t is  e xe cute d a nd de live re d by Fide lity S tockholde rs  tha t colle ctive ly own
of re cord a nd be ne ficia lly a t le a s t a  ma jority of the  Me rge r S ha re s  the n owne d of re cord a nd
be ne ficia lly by a ll Fide lity S tockholde rs . The  initia l re pre se nta tive  of the  Fide lity S tockholde rs
sha ll be .

ARTICLE IV

MIS C E LLANE O US

S ECTION 4.1. Notice s. All notice s , re que s ts , cla ims , de ma nds  a nd othe r
communica tions he reunder sha ll be  in writing and sha ll be  given (and sha ll be  deemed to have
be e n duly re ce ive d if so give n) by fa cs imile , ha nd de live ry, by ma il (re gis te re d or ce rtifie d
ma il, pos tage  prepa id, re turn rece ipt reques ted) or by any ove rnight courie r se rvice , such a s
Fe de ra l Expre ss , providing proof of de live ry. All communica tions  he re unde r sha ll be  de live re d
to the  re spective  pa rtie s  a t the  following addre sse s :

if to the Wayzata Stocidiolders, to their representative
designated pursuant to Section 2.3, as follows:
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Wayzata Investment Partners LLC
45 Fairfield Street, 4th Floor
Boston, Massachusetts 02116
Attention: John McEvoy

if to the Fidelity Stocldiolders, to their representative
designated pursuant to Section 3.3, as follows:

Nate Van Dozer
Fidelity Investments
82 Devonshire St., V13H
Boston, MA 02109
617-392-8129
617-392-1605 (fax)

into PAETEC Holding Corp., to:

PAETEC Holding Corp.
One PAETEC Plaza
600 Willowbrook Office  Pa rk
Fa irport, New York 14450
Attention: Genera l Counse l
Facs imile : (585) 340-2563

with a  copy (which sha ll not constitute  notice) to:

Hogan & Hartson L.L.P.
8300 Greensboro Drive
McLean, Virginia 22102
Attention: Richard J. Parrino
Facsimile: (703) 610-6200

SECTION 4.2. Amendments, Waivers. No modifica tion, amendment or waiver
of any provision of this Agreement shall be  effective against Parent or any other party hereto,
unless such modification, amendment or waiver is  approved in writing by Parent and each other
party hereto, provided that (a) any modification, amendment or waiver approved by the  holders
of a  majority of the  Merger Shares owned of record and beneficia lly by the  Fidelity Stockholders
shall be  effective  against each Fidelity Stockholder and (b) any modification, amendment or
waiver approved by the holders of a  majority of the Merger Shares owned of record and
beneficially by the Wayzata  Stockholders shall be effective against each Wayzata  Stockholder.
No fa ilure  or de lay by any party in exercis ing any right, power or privilege  hereunder sha ll
operate  as waiver thereof nor shall any single or partia l exercise thereof preclude any other or
further exercise  thereof or the  exercise  of any other right, power or privilege. The rights and
remedies herein provided shall be  cumulative and not exclusive of any rights or remedies
provided by law.
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SECTION 4.3. Further Assurances. At any time or from time to time otter the
date hereof; the parties agreeto cooperate with each other, and at the request ofmyotherpMy,
to execute and deliver any further instruments or documents and to take all such further action
as such other party may reasonably request in order to evidence or effectuate the consummation
of the transactions contemplated by this Agreement and otherwise to calTy out the intent of the
parties hereunder.

SECTION 4.4. Seve rability. If any te rm or othe r provis ion of this  Agreement is
inva lid, illega l or incapable  of be ing enforced by any rule  of law, or public policy, a ll other
conditions and provisions of this  Agreement shall nevertheless remain in full force  and effect.
Upon such determination tha t any te rm or other provision is  invalid, illegal or incapable  of be ing
enforced, the  parties to this Agreement shall negotia te  in good faith to modify this Agreement, so
as to effect the original intent of the parties as closely as possible  in a  mutually acceptable
manner in order that the transactions contemplated by this Agreement shall be consummated as
originally contemplated to the  fullest extent possible .

SECTION 4.5. Entire Agreement, Assignment. This Agreement
constitutes the entire agreement among the parties with respect to the subject matter hereof
and supersedes all prior agreements and undertakings, both written and oral, among the
parties, or any of them, with respect to the subject matter hereof This Agreement shall not
be assigned by operation of law or otherwise.

SECTION 4.6. Parties in Interest. This  Agreement sha ll be  binding upon and
inure to the benefit of each party hereto and their respective successors.

SECTION 4.7. Governing Law: Consent to Jurisdiction. This Agreement shall be
governed by, and construed in accordance with, the  laws of the State  of Delaware without giving
effect to principles of conflicts  of law. Each of the  parties hereto (a) consents to the  exclusive
jurisdiction of the  Court of Chancery of the  Sta te  of Delaware  and in the  absence of jurisdiction
of such court with respect to the applicable  matter, any federal court located in the State  of
Delaware or any Delaware state  court in the event any dispute arises out of this Agreement or
any of the transactions contemplated by this Agreement, (b) agrees that it shall not attempt to
deny or defeat such exclusive jurisdiction by motion or other request for leave from any such
court, and (c) agrees that it shall not bring any action re la ting to this Agreement or any of the
transactions contemplated by this Agreement in any court other than the Court of Chancery of
the State  of Delaware and in the  absence ofjurisdiction of such court with respect to the
applicable  matter, a  federal court sitting in the State  of Delaware or a  Delaware state  court.
EACH OF THE P ARTIES  IRREVOCABLY AND UNCONDITIONALLY WAIVES , TO THE
FULLES T EXTENT P ERMITTED BY AP P LICABLE LAW, ANY AND ALL RIGHTS  TO
TRIAL BY J URY IN CONNECTION WITH ANY LITIGATION ARIS ING OUT OF OR
RELATING TO THIS  AGREEMENT OR THE TRANS ACTIONS  CONTEMP LATED
HEREBY.

SECTION 4.8. Headings. The descriptive  headings conta ined in this  Agreement
are included for convenience of reference only and shall not affect in any way the meaning or
interpre ta tion of this  Agreement.
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SECTION 4.9. Counterparts. This Agreement may be executed and delivered
(including by facsimile transmission) in oneonmore counterparts, and by the different parties
hereto in separate counterparts, each of which when executed and delivered shall be deemed to
be an original but all of which taken together shall constitute one and the same agreement.

S ECTION 4.10. Effe ctive ne ss . Te rmina tion.

(a ) This Agreement shall be  effective  as of the  Effective  Date  upon its
execution by Parent, each Fidelity Stockholder and each Wayzata Stockholder.

(b) The rights and obligations hereunder of the Fidelity Stockholders, and the
rights and obligations hereunder of Parent and each Wayzata Stockholder with respect to the
Fidelity Stockholders, shall terminate as of the expiration of the Fidelity Board Observer Period.

(c) The rights and obligations hereunder of the Wayzata Stockholders, and
the rights and obligations hereunder of Parent and each Fidelity Stockholder with respect to the
Wayzata Stockholders, shall terminate as of the Wayzata Board Membership Period.

SECTION 4.11. Obligations Imposed By Law. Any obligation imposed upon
Parent, any Wayzata Stocldiolder or any Fidelity Stockholder hereunder shall not be exclusive
of, or otherwise relieve such party of any obligation imposed upon Parent or such Wayzata
Stockholder or Fidelity Stockholder by the laws of the State of Delaware.

[s ignature  pages follow]
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IN WITNESS WHEREOF, the parties hereto have caused this Agreement to be duly
executed by their respective authorized officers as of the day and year first above written

PAETEC HOLDING CORP

By

Title

[Signature Page to Board Membership Agreement]
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FIDELITY STOCKHOLDERS:

FIDELITY ADVISOR SERIES II: FIDELITY
ADVISOR HIGH INCOME ADVANTAGE FUND

By:
Name:
Title :

COMMONWEALTH OF MAS S ACHUS ETTS
P ENS ION RES ERVES  INVES TMENT
MANAGEMENT BOARD

By: Fidelity Management Trust Company, as
Investment Manager, under Power of Attorney

By:
Na m e :
Title :

P ENS ION INVES TMENT COMMITTEE OF
GENERAL MOTORS  FOR GENERAL
MOTORS  EMP LOYEES  DOMES TIC GROUP
PENSION TRUST

By: Fide lity Management Trus t Company, a s
Investment Manager, under Power of
Attorne y

By:
Na m e :
Title :

[Signature Page to BoardMembership Agreement]
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~F-1DEL1TY S ECURITIES  FUND: FlDELltllY
LE VE R AG E D C O MP ANY S TO C K F UND

By:
Na m e :
Title :

F IDE LITY ADVIS O R  S E R IE S  I:  F IDE LITY
ADVIS O R  LE VE R AG E D C O MP ANY S TO C K
F UND

By:
Na m e :
Title :

[Signature Page to Board Membership Agreement]
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WAYZATA STOCKHOLDERS :

WAYLAND DISTRESSED OPPORTUNITIES
FUND I-B, LLC

By: Wayzata Investment Partners LLC, its
Manager

By:
Na m e :
Title :

WAYLAND DISTRESSED OPPORTUNITIES
FUND I-C, LLC

By: Wayzata Investment Partners LLC, its
Manager

By:
Na me :
Title :

WAYZATA OPPORTUNITIES FUND, LLC

By: Wayzata Investment Partners LLC, its
Manager

By:
Na m e :
Title :

[Signature Page to Board Membership Agreement]
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WAYZATA OPPORTUNITIES FUN D
QFFSHQRE, L.P.

By: Wayzata Offshore GP, LLC, its General
Partner

By: Wayza ta  Inves tment Pa rtne rs  LLC, its
Manager

By:
Name:
Title :

WAYZATA RECOVERY FUND, LLC

By: Wayzata InvestMent Partners LLC, its
Manager

By:
Name:
Title :

[Signature Page to Board Membership Agreement]



Exhibit 4.4

FORM O F FIRST AMENDMENT TO STOCKHOLDERS AGREEMENT

This FIRST AMENDMENT TO STOCKHOLDERS AGREEMENT (this
"Amendment") is made as of , 2007 among McLeodUSA Incorporated, a
Delaware corporation (do "Companv"), and the holders of the Company's common stock who
are parties hereto (the "Amending Stockholders").

WHEREAS, the Company and the holders of the Company's common stock listed
on Schedule I thereto (the "Stockholders") entered into that certain Stockholders Agreement,
dated as of January 6, 2006 (the"Stockholders Agreement"),

WHEREAS, PAETEC Holding Corp., a Delaware corporation ("Buver"), PS
Acquisition Corp., a Delaware corporation and a wholly-owned subsidiary of Buyer ("Merger
Sub"), and the Company are parties to that Agreement and Plan of Merger, dated September 17,
2007 (the"Merger Agreelnent"),

WHEREAS, as a condition precedent to their willingness to enter into the Merger
Agreement, the parties thereto have required, among other things, that the parties to the
Stockholders Agreement terminate the Stocldiolders Agreement and execute this Amendment,

WHEREAS, pursuant to Section 5.05 of die Stockholders Agreement, the
Stocldiolders Agreement may be amended upon the approval of (i) a majority of the Board of
Directors of the Company (the"Board") and (ii) Stocldiolders holding at least two-thirds of the
outstanding Common Shares (as defined in the Stocldiolders Agreement) ,

WHEREAS, the parties hereto desire to terminate the Stockholders Agreement as
set forth herein,

WHEREAS, this Amendment to terminate the Stockholders Agreement has been
approved by the Board and has received the approval of die Amending Stockholders who in the
aggregate hold of record in excess of two-thirds of the outstanding Common Shares.

NOW, THEREFORE, in consideration of the mutual covenants and agreements
herein contained and other good and valuable consideration, the receipt and sufficiency of which
are hereby acknowledged, the parties hereto agree as follows:
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1. Termination of the Stockholders Agreement. Effective immediately prior
to die Effective Time (as defined in the Merger Agreement), the Stockholders Agreement shall
be terminated"Tnd §B8ll"li3ve nO' further fOrCe8iid effect by musial agi'€eMent Of the pres
hereto.

2. Counterparts. This Amendment may be executed simultaneously in any
number of counterparts, each of which shall be deemed an original, but all such counterparts
shall together constitute one of the same instrument.

3. Governing Law. This Amendment shall be governed by, and construed in
accordance with, the laws of the State of New York, without regard to the conflicts of laws rules
of such state.

* * * * *

-2-
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IN WITNESS WHEREOF, die  parties have executed this Agreement on the date
firs t above  written.

MCLEODUSA INCORPORATED

By:
Name: Bernard Zuroff
Title: Group Vice President - General Counsel

and Secretary
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S TOCKHOLDER:

OF INS TITUTION:

As a  Stocldwlder

Number of Common Shares Held

By:
Name:
Its:
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Exhib it 4.5

FORM 0F-§E"C1)ND XMAS DTviEn'r TU REGISTRATIUN RIGHTS AGREEMENT

This  S ECOND AMENDMENT TO REGIS TRATION RIGHTS  AGREEMENT
(this "Ame ndme nt") is  ma de  a s  of , 2007 a mong McLe odUSA Incorpora te d, a
De laware  corpora tion (the "Company"), and the  holde rs  of the  Company's  common s tock who
are  parties hereto (the  "Amending Stockholders").

WHEREAS, the Company and the holders of the Company's common stock listed
on Schedule I thereto (the "Stockholders") entered into that certain Registration Rights
Agreement, dated as of January 6, 2006 (the "Registration Rights Agreement"),

WHEREAS, PAETEC Holding Corp., a Delaware corporation ("Buver"), PS
Acquisition Corp., a Delaware corporation and a wholly-owned subsidiary of Buyer ("Merger
Sub"), and the Company are parties to that Agreement and Plan of Merger, dated September 17,
2007 (the "Merger Agreement"),

WHEREAS, as a condition precedent to their willingness to enter into the Merger
Agreement, the parties thereto have required, among other things, that the parties to the
Registration Rights Agreement terminate the Registration Rights Agreement and execute this
Amendment,

WHEREAS, pursuant to Section 4.03 of the Registration Rights Agreement, the
Registration Rights Agreement may be amended upon the approval of (i) a majority of the Board
of Directors of the Company (the "Board") and (ii) Stockholders holding at least two-thirds of
the outstanding Common Shares (as defined in the Registration Rights Agreement);

WHEREAS , the
Agreement as set forth herein,

pa rtie s  he re to de s ire  to te rmina te  the  Re gis tra tion Rights

WHEREAS, this  Amendment to te rminate  the  Registra tion Rights  Agreement has
been approved by the Board and has received the approval of the Amending Stockholders who in
the aggregate  hold of record in excess of two-thirds of the outstanding Common Shares.

NOW, THEREFORE, in consideration of the mutual covenants and agreements
herein contained and other good and valuable consideration, the receipt and sufficiency of which
are hereby acknowledged, the parties hereto agree as follows:
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Termination of the Registration Rights Agreement. Effective immediately
prior to the Effective Time (as defined in the Merger Agreement), the Registration Rights
Agreement shall be tennl1I18lt€€Y§iid siiéli HaveTio fu1rtliei"t̀ ofcé- and effeof agrwinent of
the parties hereto

Counterparts. This Amendment may be executed simultaneously in any
number of counterparts, each of which shall be deemed an original, but all such counterparts
shall together constitute one of the same instrument

Governing Law. This Amendment shall be governed by, and construed in
accordance with, the laws of the State of New York, without regard to the conflicts of laws rules
of such state

* * * * *
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IN WITNESS WHEREOF, the parties have executed this Agreement on the date
first above written.

MCLEODUSA INCORPORATED

By:
Name: Bernard Zuroff
Title: Group Vice President - General Counsel

and Secretary

3443751 2.DOC



S TOCKHOLDER:

NAME OF INS TITUTION:

As a Stockholder

Number of Common Shares Held

By:
Name:
Its:
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Exhibit 5.12(a)

Form of Affilia te  Le tte r

PAETEC Holding Corp
One  PAETEC Plaza
600 Willowbrook Office  Pa rk
Fa irport, New York 14450

Ladies and Gentlemen

I have been advised that as of the date hereof I may be deemed to be an "affiliate
of McLeodUSA Incorporated, a Delaware corporation ("Seller"), as the term "affiliate" is
defined for purposes of paragraphs (c) and (d) of Rule 145 of the Rules and Regulations
(the "Rides and Regulations") of the Securities and Exchange Commission (the
Commission") under the Securities Act of 1933, as amended (the "Act"). I have been

further advised that pursuant to the terms of the Agreement and Plan of Merger, dated as
of September 17, 2007 (as it may be amended from time to time, the "Merger
Agreement"), by and among PAETEC Holding Corp., a Delaware corporation (the
Company"), Seller and PS Acquisition Corp., a Delaware corporation and a wholly

owned subsidiary of the Company ("Merger Sub"), Merger Sub will merge with and into
Seller, pursuant to which merger each share of common stock, par value $0.01 per share
of Seller will be converted into the right to receive 1.30 shares of common stock, par
value $0.01 per share, of the Company (the "Company Common Stock"). All terms used
in this letter (the "Letter Agreement") but not defined herein shall have the meanings
ascribed to such terms in the Merger Agreement

I represent and warrant to, and covenant with, the Company that in the event I
receive any Company Common Stock as a result of the Merger

I shall not publicly offer or sell (any such transaction, a "Transfer") any Company
Common Stock I acquire in connection with the Merger (the "Merger Shares") in
violation of the Act or the Rules and Regulations

I have carefully read this Letter Agreement and reviewed its requirements and
other applicable limitations upon my ability to Transfer Merger Shares with my counsel
or with counsel for Seller to the extent I have considered such review necessary

Shave been advised that the issuance of Company Common Stock to me pursuant
to the Merger will be registered with the Commission under the Act on a Registration
Statement on Form S-4. However. I have also been advised dirt; since at the time the
Merger was submitted for consent by the stocldiolders of Seller I may be deemed to have
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been an affiliate of Seller and the Transfer by me of the Merger Shares has not been
registered under the Act, I may not Transfer Merger Shares unless (i) such Transfer has
been registered under the Act, (ii) such Transfer is made in conformity with the volume
and other limitations of Rule 145 promulgated by the Commission under the Act or
(iii) in the opinion of counsel reasonably acceptable to the Company, or as described in a
letter from the staff of the Commission specifically issued with respect to a transaction to
be engaged in by the undersigned, such Transfer is otherwise exempt from registration
under the Act.

I understand that the Company is under no obligation to register the Transfer of
Merger Shares by me or on my behalf under the Act or to take any other action necessary
in order to make compliance with an exemption from such registration available.

I also understand that stop transfer instructions will be given to the Company's
transfer agent with respect to Company Common Stock and that there will be placed on
the certificates for Merger Shares, or any substitutions therefor, a legend (the "Restrictive
Legend") stating in substance as follows:

"The securities represented by this certificate have been issued in a
transaction to which Rule 145 promulgated under the Securities Act of
1933 applies and may only be sold, transferred, pledged or otherwise
disposed of in compliance with the requirements of Rule 145 or pursuant
to a registration statement under such Act or an exemption from such
registration."

I also understand that, for so long as the requirements of Rule 145 shall apply to
such Transfer, unless the Transfer by me of Merger Shares has been registered under the
Act or is a Transfer made in conformity with the provisions of Rule 145, the Company
reserves the right to put the following legend on the certificates for Merger Shares issued
to my transferee:

"The shares represented by this certificate were acquired from a person
who received such shares in a transaction to which Rule 145
promulgated under the Securities Act of 1933 applies. The shares may
not be sold, transferred, pledged or otherwise disposed of except
pursuant to a registration statement under the Securities Act of 1933 or
in accordance with an exemption from the registration requirements of
such Act."

I understand and agree that the Restrictive Legend shall be removed, at no cost to
me, by delivery of substitute certificates without the Restrictive Legend, and/or the
issuance of a letter to the Company's transfer agent removing such stop transfer
instructions, and that the foregoing restrictions on Transfer shall cease to apply, if (i) one
year (or such other period as may be required by Rule 145(d)(2) under the Act or any
successor thereto) shall have elapsed from the Closing Date and the provisions of such
Rule are then available to me, (ii) two years (or such other period as may be required by

2
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Rule l45(d)(3) under the Act or any successor thereto) shall have elapsed from the
Closing Date and the provisions of such Rule are then available to me, or (iii) I shall have
delivered to the Company (A) a copy of a letter from the staff of the Commission, or an
opinion of counsel in form and substance reasonably satisfactory to the Company, or
other evidence reasonably satisfactory to the Company, to the effect that the Restrictive
Legend and/or stop transfer instructions are not required for purposes of the Act or
(B) reasonably satisfactory evidence or representations that the securities represented by
such certificates are being or have been Transferred in a transaction made in conformity
with the provisions of Rule 145 under the Act or pursuant to an effective registration
statement under the Act.

I recognize and agree that the foregoing provisions also apply to shares acquired
in connection with the Merger and held by (i) my spouse, (ii) any relative of mine or my
spouse occupying my home, (iii) any trust or estate in which I, my spouse or any such
relative owns at least a 10% beneficial interest or of which any of us serves as trustee,
executor or in any similar capacity and (iv) any corporate or other organization in which I,
my spouse or any such relative owns at least 10% of any class of equity securities or of
the equity interest. Attached as Schedule 1 to this Letter Agreement are the names of
each of the Persons to which the provisions of this Letter Agreement shall apply
(consisting of myself and each of the other Persons described in the preceding sentence).

The Company agrees that for so long as the Company is subject to the reporting
requirements of Section 13 or Section 15 of the Exchange Act and, subject to the
foregoing, for so long as and to the extent necessary to permit the undersigned to sell the
Company Common Stock to be received in the Merger pursuant to Rule 145 and, to the
extent applicable, Rule 144 under the Securities Act, the Company will use commercially
reasonable efforts to file, on a timely basis, all reports required to be tiled with the
Commission by it pursuant to Section 13 or Section 15 of the Exchange Act, and will
furnish to the undersigned upon written request a written statement as to whether the
Company has filed all such reports during the twelve months preceding any proposed sale
under Rule 145. The Company has filed all reports required to be filed with the
Commission pursuant to Section 13 or Section 15 of the Exchange Act during the
preceding twelve months (or for such shorter period that the Company was required to
file such reports). The Company further agrees that, if at any time during which this
Letter Agreement is in effect, the Commission shall adopt and make effective
amendments to Rule 145 that have the effect of eliminating the foregoing restrictions on
Transfers of Merger Shares, the foregoing restrictions on such Transfers shall cease to
apply and upon my request die Restrictive Legend shall be removed from the certificates
for the Merger Shares, at no cost to me, by delivery of substitute certificates without the
Restrictive Legend, and the Company shall issue a letter to the Company's transfer agent
removing the foregoing stop transfer instructions.

Execution of this Letter Agreement should not be construed as an admission on
my part tha t I am an "affilia te" of Se lle r as  described in the  firs t paragraph of this  Lette r
Agreement or as a  waiver of any rights I may have to object to any cla im that I am such
an affilia te  on or after the  date  of this  Letter Agreement.

3
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This  Le tte r Agre e me nt sha ll te rmina te  a nd be  of no furthe r force  a nd e ffe ct if the
Me rge r Agre e me nt is  te rmina te d in a ccorda nce  with its  te rms .

Ve ry truly yours ,

By:
Na m e :
Title :

Accepted and agreed:

McLe odUS A Incorpora te d

By

4
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Exhibit 5.12(b)

Fo rm of Lock-Up Le tte r

PAETEC Holding Corp
One PAETEC Plaza
600 Willowbrook Office  Pa rk
Fa irport, New York 14450

September 17, 2007

Ladies and Gentlemen

I have been advised that pursuant to the terms of the Agreement and Plan of Merger
dated as of the date hereof (as it may be amended from time to time, the "Me rge r
Agreement"), by and among PAETEC Holding Corp., a  Delaware  corpora tion (the
Company"), McLeodUSA Incorpora ted, a  Delaware  corpora tion ("S e lle r"), and PS

Acquisition Corp., a  Delaware  corpora tion and a  wholly-owned subsidiary of the  Company
("Merger Sub"), Merger Sub will merge  with and into Se lle r, pursuant to which merger each
share  of common stock, par value $0.01 per share , of Seller will be  converted into the  right to
receive the cash consideration specified in the Merger Agreement and 1.30 shares of
common stock, par value $0.01 per share, of the Company (the "Company Common Stock")
All te rms used in this  le tte r (the  "Le tte r Agreement") but not defined herein shall have the
meanings ascribed to such terms in the Merger Agreement

l . Restrictions on Transfers of Seller Common Stock. The undersigned understands
that for tax purposes it is important, and is a material inducement for the Company to enter
into the Merger Agreement, that there not be an ownership change of Seller prior to Closing
Accordingly, die undersigned hereby agrees that from the date hereof until the earlier of (a)
the termination of the Merger Agreement in accordance with its terms or (b) the
consummation of the Merger pursuant to the Merger Agreement, the undersigned will not
offer, sell, contract to sell, pledge or otherwise dispose of directly or indirectly, any shares of
Seller Common Stock or securities convertible into or exchangeable or exercisable for any
Seller Common Stock. enter into a transaction which would have the same effect, or enter into
any swap, hedge or other arrangement that transfers, in whole or in part, any of the economic
consequences of ownership of Seller Common Stock, whether any such aforementioned
transaction is to be settled by delivery of Seller Common Stock or such other securities, in cash
or otherwise, or publicly disclose the intention to make any such offer, sale, pledge or
disposition, or to enter into any such transaction, swap, hedge or other arrangement, without, in
each case, the prior written consent of the Company. Without limiting the foregoing, the
undersigned shall not take any action that would change the ownership for purposes of
Section 382 of the Code of the shares of Seller Common Stock that the undersigned holds on
the date hereof

2. Restrictions on Transfers of Company Common Stock. For the  avoidance  of
doubt, the  following subsections (a) through (e) shall apply with respect to the  undersigned's
shares of Company Common Stock received in the Merger, but shall not apply to the
undersigned's shares of Seller Common Stock
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(a) The undersigned hereby further agrees with the Company that, during the
period ending 90 days alter the Closing Date (the "Lock-Up Period"), the undersigned will not
offer, sell, contract to sell, pledge or otherwise dispose of, directly or indirectly, any Company
Common Stock or securities convertible into or exchangeable or exercisable for any Company
Common Stock. enter into a transaction which would have the same effect, or enter into any
swap, hedge or other arrangement that transfers, in whole or in part, any of the economic
consequences of ownership of the Company Common Stock, whether any such aforementioned
transaction is to be settled by delivery of the Company Common Stock or such other securities
in cash or otherwise, or publicly disclose the intention to make any such offer, sale, pledge or
disposition, or to enter into any such transaction, swap, hedge or other arrangement, without, in
each case, the prior written consent of the Company

(b) Any Company Common Stock received by the undersigned upon exercise of
stock options granted to the undersigned will also be subject to this Letter Agreement. Any
Company Common Stock acquired by the undersigned in open market transactions will not be
subject to this Letter Agreement

(c) Notwithstanding the foregoing, the undersigned may transfer Company
Common Stock without the prior written consent of the Company as follows

(i) as a bona fde gift or gils, provided that the done or donees thereof agree to
be bound in writing by the restrictions set forth herein

(ii) as dispositions, other than dispositions for value, that are  made exclusively
between and among the undersigned and members of the undersigned's
immediate  family, or the  undersigned's  partners (if the  undersigned is  a
partnership), or the  undersigned's  members (if the  undersigned is  a  limited
liability company) or to an a ffilia te  of the  undersigned, or to any trust for the
direct or indirect benefit of the  undersigned or the  immedia te  family of the
undersigned,provide d, in each of the foregoing instances, that die  transferee
(or the trustee in the event of a  transfer to a  trust) agrees to be bound in
writing by the  res trictions  se t forth here in

(iii) pursuant to wills or laws of intestate succession, provided that the transferee
or transferees thereof agree to be bound in writing by the restrictions set forth
herein

(iv) to permit the exercise of stock options held by the undersigned

(d) For purposes of this  Lette r Agreement, "immedia te  family" sha ll mean any
rela tionship by blood, marriage or adoption, not more  remote  than Hist cousin

(e ) In furtherance of the foregoing, the Company and the transfer agent for the
Company Common Stock hereby authorized to decline to record or register any transfer of
Company Common Stock if such transfer would constitute  a  violation or breach of this Letter
Agreement
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It is  understood and agreed that this Letter Agreement shall terminate  and be of no
further force  and effect if the  Merger Agreement is  terminated in accordance with its  terms.

Ve ry truly yours ,

By:
Name:
Title :

Accepted this day of September, 2007

P AETEC Ho ld ing  Corp .

By:
Name:
Title :

3
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Exhibit 5.16

Registration Rights Provisions

Buyer is party to that certain registration rights agreement, dated as of February 28, 2007,
among Buyer, PAETEC Corp and the stockholder parties thereto (the "Old Registration Rights
Agreement").

Pursuant to the New Registration Rights Agreement, Buyer shall grant the following
registration rights to Fidelity Advisor Series II: Fidelity Advisor High Income Advantage Fund,
Pension Investment Committee of General Motors for General Motors Employees Domestic
Group Pension Trust, Fidelity Security Fund: Fidelity Leveraged Company Stock Fund,
Commonwealth of Massachusetts Pension Reserves Investment Management Board, and Fidelity
Advisor Series I: Fidelity Advisor Leveraged Company Stock Fund (the "Fidelitv Funds") and
Wayzata Opportunities Fund, LLC, Wayland Distressed Opportunities Fund I-C, LLC, Wayzata
Recovery Fund, LLC, Wayland Distressed Opporttmities Fund I-B, LLC, and Wayzata
Opportunities Fund Offshore, L.P. (the "Wavzata Funds") with respect to the shares of Buyer
Common Stock issued in the Merger to the Fidelity Funds and the Wayzata Funds, respectively,
and any shares of Buyer Common Stock issued by way of a stock dividend or other distribution
on such shares of Buyer Common Stock issued in the Merger (the "Registrable Common
Shares").

1. Fidelity Funds Demand Registration Right. Following the expiration of the 90-
day lock-up period under the Lock-Up Letter, the Fidelity Funds shall be entitled to one demand
registration for the registration of their Registrable Common Shares with a minimum value of
$35 million at the time of such exercise (as determined in good faith by Buyer's Board of
Directors) until the Fidelity Funds collectively cease to beneficially own Registrable Common
Shares representing at least 50% of the Registrable Common Shares issued to the Fidelity Funds
in the Merger. The Fidelity Funds shall not have been deemed to have exercised their demand
registration unless 75% of the Registrable Common Shares requested to be included in any such
demand registration are so included.

2.
day lock-up period under the Lock-Up Letter, the Wayzata Funds shall be entitled to one demand
registration of their Registrable Common Shares with a minimum value of $35 million at the
time of such exercise (as determined in good faith by Buyer's Board of Directors) until the
Wayzata Funds collectively cease to beneficially own Registrable Common Shares representing
at least 50% of the Registrable Common Shares issued to the Wayzata Funds in the Merger.
The Wayzata Funds shall not have been deemed to have exercised their demand registration
unless 75% of the Registrable Common Shares requested to be included in any such demand
registration are so included.

Wavzata Funds Demand Registration Right. Following the  expira tion of the  90-

Piggyback Registra tion Rights. The Fidelity Funds and the  Wayzata  Funds shall
each have piggyback registra tion rights with respect to the exercise  of a  demand registra tion
pursuant to the  New Registra tion Rights  Agreement. The  New Registra tion Rights  Agreement
shall not provide  for any other piggyback registra tion rights .

3.
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4. Shelf Registration Statement. Buyer shall be obligated to tile a shelf registration
statement covering the Registrable Common Shares of the Fidelity Funds and of the Wayzata
Funds on or before May 15, 2008 ii at such date, Buyer is then eligible to file such shelf
registration statement on Form S-3. If Buyer is not then eligible to use Form S-3, it shall be
obligated to tile such shelf registration statement as soon as reasonably practicable after Buyer
becomes so eligible. The right of the Fidelity Funds or the Wayzata Funds, as applicable, to sell
their Registrable Common Shares pursuant to an effective shelf registration statement shall
terminate upon the first to occur of (i) 15 months alter the Closing Date, (ii) the date that is 90
days following the date on which the Fidelity Funds or the Wayzata Funds, as applicable, cease
to beneficially own Registrable Common Shares representing at least 50% of the Registrable
Common Shares issued to the Fidelity Funds or the Wayzata Funds, as applicable, in the Merger,
and (iii) the date on which the Fidelity Funds or the Wayzata Funds, as the case may be,
otherwise are able to sell all of their Registrable Common Shares within any three-month period
without limitation by the volume restrictions of Rule 144 under the Securities Act. Buyer shall
receive prior notice of any proposed sales pursuant to the shelf registration statement.

5. Other Provisions. The exercise of the foregoing registration rights shall be subject
to customary limitations, qualifications and conditions, which shall be substantially similar to the
limitations, qualifications and conditions applicable to the holders of registration rights under the
Old Registration Rights Agreement. In any demand registration involving an underwritten
offering, Buyer shall have the right to designate the managing underwriter of such offering, so
long as such managing underwriter is reasonably satisfactory to the parties exercising their
demand registration rights (it being agreed that Merrill Lynch & Co. and Deutsche Bank
Securities shall be acceptable to the Fidelity Funds and the Wayzata Funds). The Fidelity Funds
and the Wayzata Funds shall be entitled to withdraw from the New Registration Rights
Agreement at their sole election.
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